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THE PRESIDENT HAS SEEN.

THE WHITE HOUSE

WASHINGTON

January 7, 1978

MEMORANDUM FOR THE PRESIDENT

FROM: JAMES F. GAMMILL, JR.‘aersf"

SUBJECT: Affirmative Action in Non~Career Hiring

At your direction, the heads of the departments and
agencies in the Executive Branch have forwarded to
the Presidential Personnel Office information about
non-career positions within their departments and
about the individuals who hold these positions,

This memorandum presents a status report on affirm-
ative action hiring for non-career positions in the
Cabinet departments. We have restricted the report
to positions with a pay level of GS-13 or higher,
equivalent to an annual salary of at least $26,022,
By this restriction, we hope to have captured only
the substantial policy-making and implementing
positions while omitting from the report the non-~
career support positions.

The statistics are derived from information volun-
tarily supplied by the incumbents holding those
positions. Because some incumbents chose, as is
their right, not to disclose certain personal data,
the statistics do not reflect the total number of
appointments.

This memorandum does not include the independent
agencies or any of the regulatory commissions. In
addition, the data received from the State Depart-
ment has not been in a format compatible with our
tabulation set-up. Until the reports are redone,
the statistics for the State Department are not
available.
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We have also gone back thourgh the records on the
appointments made by President Ford. By doing this,
we believe we have a more accurate profile of the
appointments of women by President Ford then what
has been previously reported.
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SUMMARY: WOMEN

770 people responded. 165, or 21,4%, are women,

Of the 770 --

210 are Executive Level ($47,500~$66,000)
299 are NEA Level ($42,425~$47,500)
261 are Senior Level ($26,022~$47,025)

Of the 210 in the Executive Level, 30, or 13,3%,
are women,

Of the 299 in the NEA Level, 35, or 11,7%, are
women.

Of the 261 in the Senior Level, 100, or 38.3%,
are women,



SUMMARY: BLACKS AND HISPANICS

725 people responded:

68, or 9.4%, are Black
26, or 3.6%, are Hispanic

Of the 725 --

200 are Executive Level ($47,500-$66,000)
283 are NEA Level ($42,425-$47,500)
242 are Senior Level ($26,022-$47,025)%*

Of the 200 in the Executive Level, 16, or 8.0%,
are Black; 9, or 4.5%, are Hispanic.

Of the 283 in the NEA Level, 21, or 7.4%, are
Black; 7, or 2.5%, are Hispanic.

Of the 242 in the Senior Level, 31, or 12,8%,
are Black; 10, or 4.1%, are Hispanic,

*The highest Senior Level Pay Grade is a GS~15,
Step 10, which is higher in actual dollars than
a GS-16, Step 1, the first NEA Level Pay Grade.
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PRESIDENT FORD'S
APPOINTMENTS OF WOMEN

Our check through the official documents of President
Ford has clarified 2096 appointments made by Presi-
dent Ford, excluding military appointments, commis~-
sions for White House staff members, and other mis~
cellaneous appointments.

Out of the 2096 appointments, 273, or 12,9%, are
women. :

Of the 2096, 592 are full-time positions and
1504 are part-time positions.

Of the 592 full-time positions, 28, or 4,7%, are
women.

Of the 1504 part-time positions, 245, or 16.2%
are women; 43 of the 245 were appointed to the
Commisgsion for the Observance of International
Women's Year. :

the Admlnlstratlon s figure o ﬂhould be com-~

pared.



WOMEN APPOINTED TO FULL-TIME POSITIONS BY PRESIDENT FORD

Arizona
Mary Anne Richey (US District Judge)

California

Carla Anderson (Secretary, HUD)

Juanita Ashcraft (Assistant Secretary, Air Force)
Shirley Temple Black (Ambassador to Ghana)
Shirley Temple Black (Chief of Protocol)
Marquita Maytag (Ambassador to Nepal)

District of Columbia

Betty Jo Christian (Commissioner, ICC)

Eloise E. Clark (Assistant Director, NSF)

Julia P. Cooper (Associate Judge, DC Court of Appeals)
Constance B. Newman (Assistant Secretary, HUD)

Ethel Bent Walsh (Vice Chair, EEOC)

Missouri
Rosemary L. Ginn (Ambassador to Luxembourg)

New Mexico

Susan B. Gordon (Assistant Secretary, HEW):

New York

Jean McKee (Deputy Administrator, American Revolution Bicentennial)

Mellissa F. Wells (Ambassador to Guinea-Bissau and Ambassador to
Cape Verde (simultaneous appointments))

Ohio

Patricia Byrne (Ambassador to the Republic of Malta)

Pennsylvania

Joan Aikens (Member, FEC) ,
Judith T. Connor (Assistant Secretary, DOT)

Texas

Anne L. Armstrong (Ambassador to Great Britain and Northern Ireland)
Kay Bailey (Vice Chair, National Transportation Safety Board)



Virginia

Betty S. Murphy (Chairman, National Labor Relations Board)
Evelyn K. Merker (Examiner=in-Chief, US Patent Office)
Dorothy Parker (US Parole Commission)

Georgiana Sheldon (Vice Chair, Civil Service Commission)
Margareta White (Commissioner, FCC)

Washington

Marjorie Lynch (Deputy Administrator, American Revolution Bicenten-
nial Administration)

Marjorie Lynch (Under Secretary, HEW)

Dixy Lee Ray (Assistant Secretary, State)
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WOMEN : I;’U.LL-T'IME ;\I-ON-CEAREE_R pésm‘:ous:

EXECUTIVE LEVEL NEA LEVEL " SENIOR LEVEL

PAY GRADES - PAY GRADES - . PAY GRADES * ~

TOTAL ($47,500-$66,000) ($42,425-$47,500) ($26,022~$47,025)

| NO. NO. NO, _  NO. ~ MO, NO. NO. NO.
DEPARTMENT WOMEN ~ RPTG.. & | WOMEN . RPT_G. ¢ | WOMEN RPTG. % ‘'WOMEN  RPTG. %

'| AGRICULTURE 12 73.@9 3 '12_‘ 25,0/ 1 30 3.3 8 31 25.8
| commeRCE 18 ‘_ 92 19,6 4 28 1440 3 29 10.3 1 35 31.4
| DE»I:‘»EVNSE 12 92 @) 4 | »41 9.8 3 37 8.1 5. '14_-3'5.7W
ENERGY 3 24 ‘12.5\D\ 2 19 10;5.-_ 0 0 0 1 5 zd‘.'ol
INTERIOR 11 76 145) 112 8.3 2 36 5.6 8 28 28,6
:lJUSTICEA ,10»' 70 14,%) ;2 | ’171j1-,,8 3 '470 7.5 5 13 38.;
LABOR 14 57 24,6 2 ~ 15 13.3) 3 19 15,8 9 23 39,1 |
TRANSPORTATION 12 56 21,4 2 12 167 5 23 21.7 5 21 23,8
TREASURY 11 53 20.8] 2 19 .10'.5. 4 21 19,0 5 13 38,5
' HEW 34 104 32.7 4 22 18,2 7 49 143 2333 9.7
womaL: CONTINUED ]




WOMEN

" : FULL-TIME NON-CAREER POSITIONS

'7.page' %2>1 S

TOTAL

EXECUTIVE LEVEL
 PAY GRADES
($47,500-$66,000)

NEA LEVEL .
PAY GRADES
($42,425-547,500)

SENIOR LEVEL
PAY GRADES

($26,022—$47,025i~

DEPARTMENT

NO.

WOMEN

X NO-
RPTG. %

WOMEN

NO. NO. .
RPTG. 3

"WOMEN

NO. NO.
RPTG. 3

WOMEN

NO. NO,

 RPTG. %

HUD

28

73  38.4

4 13- 30,8

4 15 26.7

20 45 44.4

_ TOTAL: = -

.. 165"

770 21.4

030 210 14.3

35 299

11,7 100

261 - 38.3




__UISPANICS : PULL~TIME NON~CAREER POSITIONS .

S ' EXECUTIVE LEVEL |  NEA LEVEL | = SENIOR LEVEL :
L .~ PAY GRADES | . PAY GRADES . - PAY GRADES .
‘motan | ($47,500-$66,000) |  ($42,425-$47,500) |  ($26,022-$47,025)

. . T ) NO. No. V ' No.o, i NO. e No. : . No' : » NO. NO' :
DEPARTMENT HISPANICS RPTG.. % | HISPANICS RPTG. % |HISPANICS 'RPTG. % [HISPANICS RPTG. %

AGRICULTURE | ' .1 ~ 70 .4,3] 1 11 100 O 29 o| 0 30 .0

COMMERCE = | -~ 3~ 90 3,3] - 2 27 7.4 0 129 o0 1 34 2.9

ENERGY o 2 Cop o 19 0 0 0 o]l o 5 o0

INTERIOR 2 76, 2.6 o 12 o 0 36 0| 2 28 7.1

JUSTICE | *6 58 10.3 1 15 6.7 4 - .34 11,8 1 9 11.1

{ LABOR o 4 56 7.1 R 15 6,7 0 .18 o| 3 23 13.0

TRANSPORTATION o 4 (ol o 12° of o . 19 0 0 130

TREASURY | S0 50 .,g;Ez. o 19 0| o 2 0 0o 11 0

HEW g 96 ~ 4,11 1 19 5.3 2 46 4.3 1 31 - 3.2

TOTAL: | conrinvep




HISPANICS

FULL~TIME NON-CAREER POSITIONS

Page 2

'EXECUTIVE LEVEL NEA LEVEL SENIOR LEVEL :
PAY GRADES PAY GRADES =  PAY GRADES
TOTAL ($47,500-$66,000) ($42,425-$47,500) ($26,022-547,025)
, NO. NO. NO. _ NO. T NO, ~NO. . NO. _ NO. -
'DEPARTMENT HISPANICS RPTG. % |HISPANICS RPTG. ¥ |Hispanrcs RPTG. % |yispanzcs RP1G. %
HUD 5 712 69/ 2 13 154 1 15 6.7 | 2 44 4.5
TOTAL: 26 725 ‘3.6 9 200 4.5 7 . 283 2.5 10 242 4.1




BLACKS FULL-TIME NON-CAREER POSITIONS -
EXECUTIVE LEVEL NEA LEVEL SENIOR LEVEL
~ PAY GRADES | PAY GRADES PAY GRADES
TOTAL ($47,500-$66,000) ($42,425-$47,500) ($26,022-$47,025)°
NO. NOc ‘ NO. VN‘Ou' . NOQ 'NOo NO. NG,
DEPARTMENT BLACKS ~ RPTG. % | BLACKS . RPTG. % | BLACKS  RPTG. % | BLACKS  RPTG. $%
—_— — -
AGRICULTURE 3 . 70l1.8) 1 11 9.1| 0 29 0 2 30 6.7
COMMERCE s 9(ss ) 1 21 39| 1 29 3.4| 3 3 g.g
DEFENSE - 4 89( 5.0 2 38 5.3 1 37 2.7 1 )
ENERGY | o 24 (7.2 ) 1 19 5,3/ o0 o o ‘0 5 o
INTERIOR 3 76 1 12 8.3 2 36 5.6 0 28 0
JUSTICE 6 . 58103 | 2 15 13,3] 2 34 5.9 2 9 22.2
LABOR 9 56 16.1 1 15 6,7 4 18 22,2 4 23 17.4
TRANSPORTATION| | 3 42 (6.8) - 2 12 16.7 1 . 19 5,2 0 13 0
TREASURY 7 50 14.0 |. 2 19 " 10,5 2 20 10,0 3 11 27,3
HEW Co12 96 12,5 | © 1 . 19 5.3 6 46 13,0 5 31 16,1
TOPAL: CONTINUED
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FAS)

TOTAL:

_BLACKS __: PULL~TIME NON-CAREER POSITIONS v  Page _2
“EXECUTIVE LEVEL NEA LEVEL SENIOR LEVEL
- 4 PAY GRADES PAY GRADES PAY GRADES .
~ TOTAL _ ($47,500-$66,000) |  ($42,425-347,500) |  ($26,022-$47,025
- NO. NO. NO. No. | NO. NO. NO. NG,
DEPARTMENT BLACKS RPTG. % | BLACKS RPTG, % | BLACKS  RPTG. % | BIACKS  RPIG. %
| HuD 15 72 20.8 2 13 15.4 2 15 13.3 11 44 25.0
68 725 9.4 16 200 8.0 | 21 . 283 7.4 31 242 12.
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THE WHITE HOUSE
WASHINGTON
January 9, 1978

The Vice President
Midge Costanza
Hamilton Jordan
Jody Powell .
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ve The attached is forwarded to
G » you for your information.

_:?_ S o Rlck Hutcheson

o o AFFIRMATIVE ACTION IN NON—CAREER
SR HIRING
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THE WHITE HOUSE
WASHINGTON

January 9, 1978

Zbig Brzezinski

The attached was returned in the President's
outbox and is forwarded to you for your
information and appropriate handling.

Please forward a copy of the attached -
to Paul Warnke. ’ '

Rick Hutcheson

CTB Negotiations

~SEERET ATTATHMENT o S

DECLASSIFIED
_ Pear: Rac Project
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MEMORANDUM

SECRET - XGDS

R 8602
THE WHITE HOUSE

WASHINGTON ( ?

January 7, 1978

INFORMATION
MEMORANDUM FOR: THE PRESIDENT

~ FROM: ' ZBIGNIEW BRZEZINSKI
SUBJECT: CTB Negotiations

Paul Warnke has sent you a report on the December 5-20
round of the CTB negotiations (Tab A). As Paul notes,
most of this brief session was devoted to discussion of
the US Working Paper on the key elements of a CTB treaty.
‘The Soviets appeared to consider this a positive step,
but considerable differences remain on our positions on
duration, PNEs, on-site inspection, and internal seismic
stations. (S)

The negotiations are tentatively -scheduled to resume on
‘January 18, although this date will probably be slipped a
‘week or so to permit more time for internal review. The main
issue for resolution in the interim is our position on
on-site inspection.’ Paul is preparing a detailed proposal

on this issue, which we will review in the SCC and forward

to you along with our recommendation for instructions for

our delegation. . (8)

| DECLASSIFIED
Per; Rac Project

ESDN: NLG- 1 2£ - It- /- 2-€
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For
. UNITED STATES ARMS CONTROL AND DISARMAMENT AGENCY B o J
WASHINGTON _ 700 {V%
OFFICE OF _ : . ‘ December 29, 1977 ’
THE DIRECTOR . ’ - . .
MEMORANDUM FOR THE -PRESIDENT

Subject: December Round of Trllateral Comprehen51ve
Test Ban (CTB) Negotiations

. During the recent round of trilateral talks, held in
Geneva from December 5 to 20, the principal development was
our formal tabling of a U.S. Working Paper outlining our
views on the key substantive elements of a multilateral
treaty banning nuclear weapons tests and of an integrally
related protocol dealing with peaceful nuclear explosions.
Much of the session was devoted to answering detailed Soviet
questions regarding our working paper'and, in the process,
we got a fairly good picture of Sfoviet thinking on the main
.issues. Highlights are summarized below.'

On-Site Inspections (0SI). As instructed, our delega-
tion did not put forth a specific proposal on 0SI. Instead,
we continued to express our interest in narrowing the
~differences between the traditional positions of the parti-
cipants and extensively explored Soviet receptivity to the
idea, discussed during the 1958-1962 CTB negotlatlons, of .
an annual quota of mandatory inspections.

The Soviets stated categorically and repeatedly that
they were not prepared to consider any form of mandatory
OSI, including a quota. They said that a U.S. proposal for
mandatory OSI would be rejected and would be regarded as
an attempt to complicate the negotiations at a time when
the USSR had made several important concessions in order to
make agreement possible. They maintained that the Soviet
side had already demonstrated its willingness to find com-
promises that bridged traditional positions on OSI, citing
their acceptance of the Swedish-developed concept of
"challenge" inspections and their recent willingness to
work out in advance the detailed rights and functions of
inspection teams, rather then leave them to ad hoc decisions
by the host party. ' : ' '

7 OECLASSIFED
S Per: Rac Project
XGDS-3 - ESDN; NLC-)IC-//-_/—ZfK_

g XS NRAKE /22042 .
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However, while rejecting the concept of mandatory 0sI,
the Soviets agreed with the pr1nc1ple that requests for
05Is should not be dealt with in an arbitrary manner and
they unquestionably understood our emphatic assertion that
the treaty would be placed in jeopardy if this principle
were not observed. The Soviets have indicated that, if we -
do not find their prior proposals adequate, it is up to us
to give them a specific alternative when the negotlatlons
- resume in January.

Duration. We stressed our opposition to the Soviet
proposal for a treaty that would terminate automatically if
China and France have not joined within three years, and
proposed instead the right of any party to withdraw on one
year's notice if, after three years, continued testing by
a non-party affected its security.

The Soviets admitted to us informally that they recog-
nize that their idea of a "guillotine clause" will have to
be abandoned, and they indicated they would be considering
alternatives enabling the treaty to be extended even without
part1c1pat10n by all nuclear powers. However, they expressed
serious concern with our "right of withdrawal" formula.
They argued that, of the three nuclear powers that would
join from the start, the USSR would feel the greatest pres-
sure to withdraw because of Chinese and French testing, . but
that, if they actually decided to invoke their right to do
- 80, they would be subject to heavy criticism for contributing .
to the breakdown of the treaty regime. Because of this
concern, they favored the concept that all the nuclear powers
should be released from their obligations simultaneously.
I believe it will eventually be possible to work out an
acceptable compromise that promotes our basic objectives
(e.g., a formulation providing that, after a specified period,
treaty parties would determine, perhaps at a review conference,
whether the treaty would continue for another specified
period).

. Peaceful Nuclear Explosions. While accepting the Soviet
idea of a protocol on PNEs and agreeing that the possibility
of carrying out PNEs in the future should be kept "under
consideration", we took a strong position that the ban on
PNEs must remain in force as long as the weapons test ban
remains in force, unless of course the PNE ban is replaced
earlier by arrangements for conducting PNEs that the u.S.
can support.
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. The Soviets asserted that they continue to have a
strong interest in carrying out PNEs in the future and that.
means can be found for eliminating any military benefits.
They maintained that our proposal on duration of the PNE

ban is unsatisfactory, since it would provide no incentive

to reach agreement on arrangements for conducting PNEs.
Instead, they called for a definite time limit (three years) .
for negotiating such arrangements, after which the moratorium
on PNEs would expire —- presumably whether or not those
arrangements had been concluded and whethexr or not the

treaty on weapon tests continued. :

We, of course, emphasized that it would be unthinkable -
for us to leave PNEs unconstrained while the weapons test
ban continued. Soviet delegation members appreciate why
their proposal would -not be acceptable to us, but have not
hinted at any means of solving this problem and have instead.
pointed out that the PNE issue continues to involve substan-
- tial bureaucratic stakes in Moscow, thus making it difficult
. for them to alter their position very soon.

Internal Seismnic Stations. Although our detailed pro-
posals will not be ready until January, we outlined our -
general thinking on the design of the stations and indicated
that, as long as agreement can be reached on the technical
requirements for ensuring the receipt of timely and authen-
ticated seismic data, we would not object to Soviet manning
- of stations in the USSR.

The Soviet response was somewhat ambiguous. The tech-
nical members of their delegation seemed receptive to our
concept and particularly interested in receiving sophisti-
cated U.S. equipment for the stations. At the higher, o
political level, however, a more cautious position was taken.
They seemed particularly sensitive to any appearance of the
internal stations making inroads on Soviet sovereignty, and
expressed concern about whether the U.S. concept permits
sufficient Soviet national responsibility and control over
the stations on their territory.

We cannot expect a definitive ‘Soviet reaction until we
have presented our ideas in detail next round. However, in
light of the important political and ideological implications
of "authenticated" internal stations for. the Soviet leader-
ship, I would be very surprised if achieving Soviet acceptance
of an effective arrangement dld not require a prolonged and
difficult negotiation.



o o SECRET
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General Comments. Although the Soviet negotiators
repeatedly expressed appreciation -of our Working Paper and
the detailed explanations. given them, there was no new
movement on their part on the issues of PNEs, treaty dura-
tion, and internal seismic stations. Indeed, some slight
hardening of position could be discerned. It should be
remembered that, in putting forth on November 2 the revised
Soviet positions on a PNE moratorium and entry into force,
Morokhov stressed that the Soviet leadership expected some
reciprocal movement on our part to accommodate their position
on verification. This expectation was emphasized often
during the recently completed round.

I believe, therefore, that the Soviet delegation was
disappointed and a bit put off by our failure to propose a
specific provision bridging the gap between our past insis-
tence on mandatory on-site inspections and their concept of
voluntary on-site inspections. I think we can expect little
further progress on the other issues until we deal construc-
tively with this issue.

Consequently, if we are to maintain the current momen tum
toward agreement, the most urgent requirement in our prepara-
tions for the round scheduled to begin on January 18 is to
adopt a position on how on-site inspections will be
initiated. I will shortly be sending you a memorandum
recommending an approach to the 0SI issue. In addition, I
believe it is important that we be prepared when the talks
resume to present detailed proposals on the contents of the
separate verification agreement we would conclude with the
Soviets to supplement the multilateral CTB treaty.

34y Wi

Paul C. Warnke
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MESSAGE TO BE DELIVERED TO THE PRESIDERT

January 5, 1978

T0 THE PRESIDENT: . -
It §s gratifying that the sharp dec]ine of the dollar has

at least temporarily been reversed. Your statements in Europe and

-~ activation of the swap line have worked as well or better than we could

have expected. Navertheless, I continue to be very concerned about the
$1tuation of the.dpllaf. There is absolutely no assurance that another

manr assault on the dollar could not take place at any time. Our

| fesources could be rapidly depleted. He are surveying other steps which

;ould be taken. None are vény attractive and all havé high domestic
political costs fmpinging on your other priority programs.

While there is no single cause of the continuing weakness of
the dollar. clearly one reason for the recent problems has been the

deadlock over the energy program. I, therefore, believe there is both a

vneed and an opportunity upon which you can seize, focusing on the problems

of the dollar, to create a sense of urgency in the Congress and the
country in support of early passage of your energy legislation.
I have read énd heartily endorse the Stu Eizenstat memorandum
to you of Daéember 23 on the National Energy P1an.vSupp1ement1ng it, I
recoﬁmand that yon seriously consider tne following: '
f“ tmmediate1y_upon your return to indicate to the
Congressional leaders and to the public the ' close
relationship between delay in passage of the NEP and i
ouf ability to lead on internationai‘economic issues of
i vital cqnéern to us including our relations with the OPEC
. CONFPIDENTIRL/EXDIS - geLagtieD
‘ Per; Rac Project . ~

ESDN: NLC-12¢-1-1-1-T
B J(SMDME‘ 3)u1)17 -




| Page two

countries, ofl pricing, etc.

‘2. Stress that disorder in foreign exchange marketS and

the weakness of the dollar is directly relatéd to world-

wide cocncern over U.S. delays in enacting your NEP and in

growing Uu.S. ensrqgy imports

3; That your commitment to fnsure a strong and stable
dol]ar and U.S. credibility on this subJect requires
moving.ahead urgently to ﬁgree on the NEP conference
reports. |

In other wordé. adding emphasis on the dollar problem as

another reason why an irmediate strong effect must be undertaken

to agree on a cmnpr;omise NEP is of great importance. [ gree with Stu

that Presidential involvement and leadership will be necessary to bring

about agreement. I alse have no doubt that achieving agreement on the

NEP will be an fmportant factor in providing added étrength to the dollar

which is fundamantal and more lasting in nature.

H. #iichael Blumeninal
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MEMORANDUM . {‘,

THE WHITE HOUSE /

[ . . WASHINGTON

6 January 1978

TO: THE PRESIDENT .
FROM: RICK HUTCHESON , 2
SUBJECT: , Memos Not Submitted

1. ATTORNEY GENERAL BELL sent you a copy of a speech on
conservation by former Interior Secretary Walter Hickel,
and underlined the following sentence:

"Offshore Alaska, out to a depth of 200 meters, there's L//
an estimated 600 to 750 billion barrels of oil awaiting

those who have the imagination and perseverance to

retrieve it."

"'2. BOB LIPSHUTZ sent you & note relaying a message from
Irving Shapiro. Shapiro is upset about a recent Fortune
article attributing to him the opinion that "the Adminis- Vv~
tration has a bias against business." Shapiro says this
represents neither his thinking nor statements made hy
him to the Fortune reporter.

3. CEA sent you a report on its 1977 activities, as required v’
by Act of Congress. CEA indicates that this is nothing
You need to read.

Elgctrostatic. Copy Madoe
for Preseation Purposes




P

L RN =
~ ~

COUNSELOR TO THE, I
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ATTORNEY GENERAL

1/3/78
TO: Rick Hutcheson
FROM: Mike Kelly

The Attorney General
asked me to forward this to
the President.



| ACTION,
1 THE FINEST KIND
~ OF CONSERVATION

WALTER_ J. HICKEL:

MQ/\LM

Wmﬁaq
| ?‘WBM

\’V\’b(ol“r]

AN ADDRESS TO.
THE MILE HIGH CLUB

Denver, Colorado.

Elacmetaue Copy Made
oz Preservetion Purposes




Walter J. Hickel, former United States Secretary of the
Interior and Governor of Alaska, delivered the following
address to the Mﬂo Htgh Club in Denver, Colorado on
March 30, .1877. »

ACTION,
THE FINEST KIND
OF CONSERVATION

I am often asked, ““What happens when the oil

runs out?’’

My answer shocks many people. Because in the
sense that oil is a hydrocarbon, I don’t believe we
will ever run out. And yet we have a cisis of
enormous dimensions. Let me explain.

We might run out of a known oil reserve, but
we'll never run out of hydrocarbons or energy.
Those who predict that we will, do so on the basis
of today’s knowledge and know-how.

We cannot solve tomorrow’s problems with

today's technology or knowledge.

Our greatest danger is becoming locked in fear
of the unknown, frozen in our tracks because we
can’t see all the answers to tomorrow 's- needs.

There are vast untouched resources in this
amazing earth of ours.

- Take a look at the globe for a moment. Then

.look at the whole world Arctic. The Prudhoe field
. on the North Slope of Alaska has some ten billion

barrels of recoverable oil, and there are other
structures of greater magnitude.

Offshore Alaska, out to a depth of 200 meters,
there’s an estimated 600 to 750 billion barrels of
oil awaiting those who have the imagination and
perserverance to retrieve it.

And Alaska is only a small part of the world
Arctic.
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Then look at the world’s oceans. What's out
there? Mexico has recently announced a new find
in the Gulf that promises to provide 75 billion
barrels of oil to known reserves.

What about the great tropical jungles of the
southern hemisphere? What about the core of the
earth?

But we don’t need to go as far as that in our
imagination. We know we have some three trillion:
tons of coal in America and Alaska. That’s enough

coal for a thousand years at the rate of nine million
tons a day.

If we look at the gasification of coal, or the
using of coal in the place of oil and natural gas, it

truly raises the question, ‘‘Are we running out of -

anything?’’

I heard recently that a weed has been developed
that produces hydrocarbons. It is estimated that a
field the size of Arizona could raise enough of this

extraordinary plant to provide for America’s
energy needs.

[’m not saying that mankind will never run out
of a resource, but I am saying we will never run
out of resources.

" Think of the oil shale and the tar sands.

When I was Interior Secretary in 1969 and
1970, I was told we couldn’t afford to use them.
It was too expensive compared to $2 a barrel crude
oil. They said it would take at least $4 a barrel to
make oil shale profitable. Well how does $4 a

barrel look today when we are paying $12 for
Middle East crude?

I'm asking you to take a fresh look at today"’s
popular theory of resource shortage.

We’re not going to run out of anything. The
only thing we might run out of is imagination.

And yet, we:face a very serious crisis for three
reasons.

. First of all, because natural gas is too valuable
to bum in a boiler for the generation of electricity
or industrial use. It’s like bumning a beautiful log
of black walnut, the mink coat of woods, to heat a
cabin. :

‘“Were not going to run out of anything. The
_only thing we might run out of is imagination,’’

Natural gas is the nearly magic raw material
that we use for producing vitamins, antibiotics,
plastics, contact lens and literally thousands of
other items.

Concem over waste of this precious resource is
the major: reason I support moving North Slope
natural gas down the Trans-Alaska oil pipeline
corridor.

There is a great controversy switling around this
issue in both Alaska and Washington, D.C. Some
Senators and Congressmen want a new pipeline
corridor established 2300 miles through Canada
to their home states.

My concem is for the highest and best use of
that resource. If that natural gas, about 26 trillion
cubic feet of it, is locked into a system that
basically bums it for industrial use and the
generation of power, it is a terrible waste.

If, instead, we take that natural gas to
tidewater at Valdez or Cook Inlet, it can then be
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liquified or used in petro-chemical industries that
can refine and utilize it for those purposes many
times more valuable.

The second reason there is a crisis nationally is:

because of the threat of a future embargo. This
could well happen.

In ‘my opinion, there will always be a seller;
someone who has fossil fuel on the international
marketplace. But at what price?

During the last embargo, apart from some
minor inconvenience at the local filling station, the
public didn’t realize what was happening to them.

A barrel of oil jumped from $2.50 to $12.00.

Energy-based inflation devastated our farmers
in the cost of fuel for their machinery and fertilizer
for their fields.

Inflation hit the textile industry and the cost of
building materials.

We felt the impact on our home heating and
lighting bills..

' -The costs of the very basics of life, food,
clothing, and shelter skyrocketed. And the high
price of energy threw people out of work.

‘‘Make no mistake, if America flounders
there will be no one who can save us.’’

There is an unusual tie-in between energy and
poverty, energy and life, energy and peace.

The third reason. there is a crisis is national
security. '

Think for a minute about the tie-in between
energy and national defense.

If we were 50 or 60 percent dependent upon
imported oil, and we are rapidly approaching those
figures, and another major oil embargo hit us, I
seriously doubt whether we could mobilize.

Without energy, the billions and billions we
have spent on our defense organization would be
meaningless.

" This is not an idle threat.

America must be more nearly energy self-
sufficient if she is to protect her future. We should
not, at any time, import more than twenty percent
of our energy needs.

Russia’s greatest strength is not her ideology or
her military arsenal, it's the ocean of oil she has
recently discovered in her Atrctic; and the attitude
of her people up there.

She knows that the most basic world struggle is

- an economic struggle. And that struggle will be
~ won or lost on the availability of energy.

The security of America is important to the
future of mankind and its growth, not because of
the material side of our society, but because of the
freedom of the mind.

When other nations are in trouble, we come to
their aid. But make no mistake, if America
flounders, there will be no one who can save us.

So my three reasons for seeing a crisis are: (1)
some fossil fuels are too valuable to bum, (2)
shortage means runaway inflation, and (3) the
American idea cannot survive without energy
self-sufficiency.




What then is the solution?

The energy problem has been a puBlic problem
for five years. And yet month by month, week by
week, our country is going further and further in

the hole.

The solution can’t be found by reorganizing
legislative bodies or administrative agencies. It
really can’t fundamentally be solved by Congress.
It has to be done with action.

West.

It has to take place with the geothermal
resources under the crust of the earth,

It has to take place out in the oceans and on the
outer continental shelf.

It has to take place in the cold of the Arctic and
the heat of the desert.

But most important, it has to take place in our
hearts and our minds.

To be a success at anything requires the right
attitude, and attitude is the most itical factor if
we are going to lick the problems of energy.

There’s a gray cloud hanging over the minds of
many Americans when they talk about energy.
They equate energy with out-of-date images of
the soot of coal and the smog from automobiles.
They see energy as pollution; when in essence,
energy is the key factor in cleaning up pollution.

Not that there haven’t been mistakes in the
past, but those mistakes were of doing, not
mistakes of intent.

I'm saying we must mobilize America with the

It has to take place out in the coal fields in the

right attitude and intentions to meet the needs of
our civilization in an efficient, orderly manner.

It was energy that brought primitive man out of
slavery.

It was electricity that freed us from the
everyday drugeries that plagued the human race
from the beginning of Man.

I say be cautious, think, trust good minds, but
don’t out of fear, stop something that could be a
great benefactor to all mankind.

There are three elements to a national energy
policy, all of which are important.

The first is energy conservation.

Everyone pays lip-service to conservation. And
it is indeed vital and important. We can and must
become less wasteful, whether it is in the way we
light and heat our homes or run our automobiles.

With  the ‘right attitude and technological
advances, | believe we can cut down as much as
fifteen percent of our current usage per individual.

“‘It was energy that brought primitive man
out of slavery.’’

But action is the finest kind of conservation. Let
me explain.

One of the greatest wastes, and 1 touched on
this earlier, is the use of natural gas for industrial
use and the generation of electricity in homes,
buildings; and industry.

Electricity is the most environmentally pure




energy, but the way we produce that electricity
must be converted.

Coal is a truly great hope in this area. We have
the technology, the precipitators and the scrubbers
to clean up the emissions from large utilities that
bumn thousands of tons a day.

Recently a group of activists brought to a halt
an enormous coal-fired electrical generating facility
in Utah. That facility was not an enemy of the
environment, it was a friend of the environment,
for the reasons I’ve mentioned.

““Let’s bring back the nation’s railroads.’’

Another action-oriented conservation measure
would be the establishment of a national energy
grid. 1 called for this when [ was Seaetary.

I envisioned seven, eight or more great
power-generating sites throughout the country all
- tied together in a loop and linked to our many
existing utilities. It would connect the entire
United States into a system. While one section of
the country is sleeping, the other section is
working. This grid would avoid idle production.
It’s not necessary to move the resource around,
move the electricity.

We know how to transport power 700 to 1000
miles with direct current transmission systems. If
we set the power plants 1500 miles apart, we
could transport the power 750 miles each way.

This would: be environmentally sound, avoid
waste, and help beautify the country by removing
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unsightly power lines that crisscross the landscape,
often duplicating each other.

Another vital program for energy conservation
is to bring back the nation’s railroads.

‘Let’s take the trucks off the highways and
piggy-back them on the railroads. Just think of the
energy saved by one engine pulling over 1000
truckloads of freight across the country; not to
mention how it would help the safety of highway
travel. Think of how it would contribute to the
pleasantness of driving through the countryside.

Of course, we would still use trucks to deliver,
but when they make runs over 500 miles or across
the continent, tremendous amounts of energy

could be saved by using the iron wheel and the
rail.

The second component of a national energy

policy is the development of altemate energy
sources.

Each of the altemate energy sources we are
studying today should be developed in the area in
which it is found.

Geothermal power should be utilized in

California and other western states where it is
readily located.

Hydro power should be used where rivers are
available and where the environmental impact does
not cause major disruption.

Solar should be used wherever it is practical.
And wind power has potential in some: places

such as Hawaii with its trade winds and easily
accessible mountains.
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My point is that we should use all of these, tied
together, as part of the national enérgy grid I

spoke of. That would be an example of a free

nation with a free mind making something

happen.

‘‘A free nation with a free mind making
something happen.’’

The ultimate solution lies with the atom. We
have spent literally billions of dollats developing
the breeder reactor. Now there is a controversy
over whether it’s safe.

Well if there is a problem, let’s not blacken the

name of all nuclear power so that we fail to solve

the technological problems that will produce the
ultimate solution” which is fusion; not splitting
atoms, but welding them together.

When fusion is hamessed we’ll have freed
mankind. It’s clean, free from radioactive waste,
and its basic fuel is inexhaustible.

As we work on this challenge, we mustn’t
make the mistake of putting all our efforts into
solving the ultimate. If we become too focussed,
the mind will become dull. It won't be free.

It’s the creative mind doing a thousand things

that will search out and solve our total energy
problems.

The temptation of the liberal mind, one who
doesn’t understand how to make something
happen, is to place all his hopes on one solution.
He may protest and cause something to be brought
to a halt. But when this, in turn, causes a new
problem, in his panic he will try to pass a law to
solve it overnight.
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An example is the bill before Congress that
would convert all power generation to coal by
1985. It was only a few yeats ago that Congress
forced the utilities to abandon coal and use oil or
natural gas. The fad of the moment swings the
pendulum back and forth.

The third component of a true national energy
policy, after conservation and the development of
alternate energy sources; is immediate production
of the resources we have available. This is the
most important component.

We must free up the industry to meet our
shortages. We have the resources in our own
territory. It’s time we went after them.

The only way to solve the crisis we are in today
is production, whether it’s coal, oil, natural gas or
the alternate energy sources I mentioned.

This can’t be done overnight. We must free up
our private sector to move ahead. They don’t
want to do it wrong. They want to do it right.
And, what’s more, they know how.

““You will never solve the energy problem
by clubbing the energy producers to death.’’

You will never solve the energy problem by
clubbing the. energy producers to death.

A simple example is in the production of natural
gas. Congress, in its unknowledgeable approach
to the problem, has kept the wellhead price static
since 1956. Well if it was right for gas, why
didn’t they do the same with theit own salaries
over the same period? It’s as simple as that.
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If you tie up the system too tight, you can’t
produce.

It's ironic that we let the Arab nations up the
price of crude oil 500 percent, but when the local
utility wants a five percent increase, the consumers

fight it to the death.

‘We should accept a gradual increase and pay it
within the system intemally so that jobs are
created and taxes produced and energy supplied
domestically in ar independent nature.

Rather than that, we literally pay our potential
enemies five times the amount we were paying
ourselves.

‘‘Let’s not destroy this great civilization by
panic or fear.’’

So, let’s not destroy this great civilization by
panic or fear. Let’s show some responsibility to
the people who helped give us the lifestyle of
freedom and an abundant way of life.

In our hatred to punish the successful, we have
literally brought this nation to a halt.

The. thrift of a farmer and the pioneer is no
longer evident. The hard work of the homesteader
and the fisherman is no longer found.

It was the guts of the individual, the incentive
motivated guy who fulfilled the needs of this
country.

We must not let our national policy be
determined by those who want to share our
lifestyle without working, or the extremist who
would seek an injunction to stop everything and
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COUNCIL OF ECONOMIC ADVISERS

WASHINGTON

December 30, 1977

Mr. President:
The Council of Economic Advisers submits this report

on its activities during the calendar year 1977 in accordance
with the requirements of the Congress, as set forth in

section 4(d) of the Employment Act of 1946.
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Charles L. Schultze, Chairman

LyVYe E. Gramley Y

Cordially,

 William D. Nordhaus



REPORT TO THE PRESIDENT ON THE ACTIVITIES OF THE
COUNCIL OF ECONOMIC ADVISERS DURING 1977

The membership of the Council of Economic Advisers changed entirely
in Jénuary 1977 when the Carter Administration took office. Charles L.
Schultze took office as Chairman of the Council on January 22, 1977,
replacing Alan Greenspan, who returned to Townsend-Greenspan, New York.
Mr. Schultze had been a senior fellow at the Brookings Institution in
Washington, D.C.

Lyle E. Gramley and William D. Nordhaus became Members on March 18,
1977, succeeding Burton G. Malkiel, who returned to Princeton University.
Mr. Gramley came to the Council frdm the Board of Governors of the Federal
Reserve System. Mr. Nordhaus is on leave of absence from Yale University,
where he is Professor of Economics and a member of the Cowles Foundation

for Research in Economics.

RESPONSIBILITIES OF THE COUNCIL

The principal directive of the Employment Act is that the Federal
Government '"use all practicable means consistent with its needs and
obligations . . . for the purpose of creating and maintaining . . .
conditions . . . to promote maximum employment, production, and purchasing
power."

To this end, the Council of Economic Advisers analyzes economic
problems and interprets trends and changes in the economy in order to
assist the President in the development and evaluation of national economic
policies. The Council prepares regular reports on current economic

conditions in the United States and abroad and prepares forecasts of
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future economic developments. The Council also performs a direct advisory

role both within the Executive Office of the Présidént'and through participation
in'interagenéy groups in which representatives of various departments,

agencies, and offices iﬁ the executive branch evaluate economic problems and
develop programs to address them.

During 1977, the Council and its staff contributed to the study of a
wide variety of economic issues. An important part of the Council's work
last year involved analyzing current developments in business activity, and
evaluating alternative macroeconomic policies as a result of the President's
. efforts to continually assess his taxation and expenditure decisions within
‘the context of long-run budgetary requirements. .The-Council also participated
in the development of Administration initiatives such as welfare reform,
soclal security financing proposals, the National Energy Plan, agricultural
legiélation, minimum wage legislation, urban policy propesals, and economic
relations with our' foreign trading partners.

The Council became actiQely involved in a variety of regulatory reform
issues in cooperation with other Government agenéies. Uhder the Regulatory
Analysis Program authorized by the President_in 1977, the Council established
and chairs an interagency review group that is responsible for assessing |
analyses of the economic consequences of régulatory proposals that‘are
prepared by regulatory agencies.- |

Early each year ﬁhe President submits the ECOnomic Report of the

President to the Congress as required by the'Employmenthct._ The Council

assumes major responsibility for the'preparation’of,the‘Regort, wﬁich-



-4 -

together with the Annual Report of the Council of Economic Advisers rewiews
the progress of the economy during the preceding year and outlines the
Administration's policies and programs.

The Chairman .of the~Councii of Economiq Aﬂvisefs-is a member of the
Economic Policy Group and of its Executive Committeé and Steering Group.
The EPG was formed in January 1977 to direct the formulation and
coordination of economic policy. The Steering Group meets weekly to
address current issues of economic policy.

The Chairman also heads the U.S. delegation to the Economig Policy
Committee of the Organization for Economic Cdoperation and Development
(OECD). Council Members and staff . economists. meet with wvarious working
parties of the committee and attend other meetings. of the OECD during
the year.

The review and analysis of the overall performance of the economy
is conducted and coordinated through interagency working groups comprised
of representatives from the1Council, the Treasury,. the Office of Management
and Budget, and the Departments of Commerce and Labor. At regular intervals
representatives of these agencies, chaired by the Council, evaluate recent
economic perforﬁance and formulate economic forecasts. Thevandlysis and
projections thus develdped are finally reviewed and cleared through the
Chairman of the Council for presentation to and consideration by the Economiec

Policy Group and the President.
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The Joint Economic Cbmmittee (JEC), like the Council, was created
by the Employment Act of 1946 to‘make:a continuing study of matters relating
to  the economy and to submit its own report and recommendations to the
Congress. During'1977,>the Chairman and Members of the Council appeared
twice before the JEC and once before its subcommittee on International
Economics. The Chairman and Council Members also presented testimony
before the House Budget Committee; the House Appropriations Committee;
the House Ways and Means Committee, and its Subcommittee on Trade; the
House Committee on Banking, Finance, and Urban Affairs, and its subcommittee
on Economic Stabilization; the House Ad Hoc Committee on Energy; the House

. and its Subcommittee on

Committee on Public Works and Transportation,

Investigations and Review; the House Appropriations Committee, Subcommittee
on Treasury, Postal Services, and General Governmental Affairs; the House
Committee on Interstate and Foreign Commerceé and its Subcommittee on
Energ& and Power; the Senate Budget Committee; the Senate Finanée_Committee;
the Senate Appropriations Committee; the Senate Commerce Committee, and its
Subcommittee on Aviation; and the Senate Committee on Banking, Housing,

and Urban Affairs.

PUBLIC INFORMATION

The annual Economic Report of the President and the CEA Annual Report

are the principal publications through which the Council informs the public
of its work and its views. They also are an important vehicle for_
presenting and explaining the Administration's overall economic ‘policy,
both domestic and international. Distribution of Reports in recent years

has averaged about 50,000 copies. The Council also assumes primary
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responsibility for preparing Economic Indicators, a monthly publication

prepared by the Council's Statistical Office. ‘The Joint Economic Committee

of Congress issues Economic -Indicators, which has a monthly distribution of

approximately 10,000 copiésu-

Information is also provided to the publie through speeches and other
public appearances by the Chairman, the Members, and the senior staff
economists. Each year the Counqil answers numerous requests from the
press and provides information in response to inQuiries from individual
citizens. In addition, the Council and staff recéive frequent visits

from business, academic, and other groups and individuals.

ORGANIZATION AND STAFF OF THE COUNCIL
OFFICE OF THE CHAIRMAN
The Chairman is responsible for communicating the Council's views
to the President. This duty is performed through direct consultation
with the President, and through written reports on economic-develppments
and on partiéular programmatic issues. The Chairman_repfésents the Council
at meetings of the Cabinet and in many other formal and informalAcontacts

with Government officials.

COUNCIL MEMBERS

The two Council Members are responsible for all subject matter covered
by the Council, including direct supervision of the work of the professional
staff. Members representfthe.Council at a wide vafiety of meetingS'and'

assume major responsibility for the Council's involvement in many activities.
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In practice, the small size of the Council's staff permits the
Chairman and Council Members to work as a team in most circumsfances.
There is, however, an informal division of subject matter between them.
Mr. Gramley assumed priﬁary responsibility in 1977 for macroeconomic
analysis, including the preparation of economic forecasts. Mr. Nordhaus
is primarily responsible for international economic analysis and for
microeconomic analysis, including policy areas such as energy, égriculture,

labor markets, social welfare, and regulated industries.

PROFESSIONAL STAFF
At the end of 1977 the professional staff consisted of the Special
Assistant to the Chairman, 10 senior staff economists, 2 staff economists,
1 statistician, and 6 junior staff economists. Members of the professional
staff were respénsible for economic analysis and policy recommendations
in major subject areas involving the Council's interests and responsibilities.
The professional staff and their special fields at the end of the year
were:
Peter G. Gould ...evvvesssecicaass.. Special Assistant to the Chairman

Senior Staff Economists

Roger E. Brimmer ........e.e........ Business Conditions, Analysis,
Econometrics, and Forecasting

Peter K. Clark ...ceeeseeseacaces-e. Macro and Microeconomic Analysis,
Econometrics, Trade, and Prices and
Wages

Nina W. Cornell ceteesstssaanssassss Regulated Industries, Transportation,
Environmental, and Health and Safety
Issues
George E. Johnson .....c.¢v0vevevs.. Labor Policy, Human Resources, Welfare,
’ and National Health Insurance
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Susan J. LepPer .seesecsessseasssssses Monetary Policy, Financial Imstitutions,
Capital Markets, Housing, and State
and Local Finances.

David C. MUNTO :eevseeveaeeesenssessso . Business Conditions, Analysis,

‘ ] ‘ : Econometrics, and Forecasting

JeB. PENN +sevevveccnsasssncssssssnasss Agriculture and Food Policy

Jeffrey R. Shafer ...ccveveasssessssss International Finance and Trade

William L. Springer ....¢.eceevesee... Fiscal Policy, Public Finance, Income

‘ Distribution, Human Resources;,
‘Welfare, and National Health Insurance

David A. WYSS cevereececnncanosaracans Macro and Microeconomic Analysis,
Econometrics, Trade, Prices, and
Wages '
Statistician

Catherine H. Furlong .....¢.eevee0ee... Statistician

Staff Economists

Arthur E. Blakemore ....eccessses.2.... Labor Markets
Robert E. Litan .....cceceeeeeaevee... Energy Analysis .and Policy, Science
and Technology, and Natural Resources

Junior . Staff Economists

Michael S. Golden ...¢cecessveessssess Agriculture and Food Policy,
Econometrics, and Forecasting
- Howard K. Gruenspecht ... .¢..s0200..... Regulation, Monetary Developments,
- and Industry Analysis
Richard I. Kolsky e¢veveesessaseessss. Regulation, Energy Policy, and
Industry Analysis
Richard A. KOSS ...evsseesseassassssss. Econometrics and Forecasting
Julianne M. MalveauX .....s..es.es+... Labor Markets and Monetary Developments
Martha M. Parry ...eeeeeeesceeaessees.. International Economics '

Catherine H. Furlong, Statistician, is in charge of the Council's
Statistical Office. Mrs. Furlong replaced Frances M. James who retired
after 31 years of seryice as Senior‘Statistician for'the Council. Mrs. Furlong
has primary responsibility for managing the Council's_statistical_ihformstion

system. She supervises the publication of Economic .Indicators and the

preparation of the statistical appendix to the Economic Report. She also
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oversees the verification of statistics in memoranda, testimony, and

speeches. Natalie V. Rentfro and Earnestine Reid assist Mrs. Furlong.

SUPPORTING STAFF

The Administrative Office provides administrative support for the
Coﬁncil. Nancy F..Skidmore, Administrative Officer, prepares and analyzes
the budget, procures equipment and supplies, and provides general services.
Duplicating, mail, and messenger services were provided by Jaﬁes ﬁ.
Gatling and Frank C. Norman. Elizabeth A. Kaminski serves as Staff Assistant
to..the Council.

Serving on the secretarial staff for the Chairman and Council Meﬁbers
during 1977 were Patricia A. Lee, Linda A. Reilly, Florence T. Torrison,
and Alice H. Williams. Secretaries for the professional staff were M.
Catherine Fibich,_Bessie M. Lafakis, Joyce A. Pilkerton, Margaret L.

Snyder, and Lillie M. Sturniolo.

DEPARTURES

The Council's professional staff members are drawn primarily from
universities and research insfitutions. Senior staff economists who
resigned during the year were Barry P. Bosworth (Council on Wage and Price
Stability), Barry R. Chiswick (Hoover Institute, Stanford Univeréity),
John M. Davis, Jr. (Federal Reserve Bank of Cleveland), Bruce L.'Gardner
(Texas A&M University), Helen B. Junz (Department 6f the Treasury),
Michael D. McCarthy (Wﬁarton EFA, Inc., Philadelphia), John J. Siegfried
(Vénderbilt Universitfj,”John B. Taylor (Columbia University), and |

Philip K. Verleger, Jr;;(Department of the Treasury). Doral S. COoper,v



- 10 -
staff economist, resigned.to accept a poéition with ‘the Special
Representative for Trade Negotiations.

Junior economists who .resigned in 1977 were Richard E. Browning
(Georgetown University), Timothy H. Quinn (University of California,
Los Angeles), Barbara A, Smith (Mathematica Policy Research, Inc.,
Washington), Paul C. Westcott (Departmept of Agriculture), and -
Benjamin Zycher (University of California, Los Angeles). Retired
during the year were Dorothy Bagovich, Statistical Assistant, and
Dorothy L. Greemn, secretary. Margaret A. Bocek, secretary, resigned

from the Council staff.
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conditions in the United States and abroad and prepares forecasts of
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future economic developments. The Council also performs a direct advisory

role both within the Executive Office of the President and through participation
in interagency groups in which representatives of various departments,

agencies, and offices in the executive branch evaluate economic problems and
develop programs to address.them.

During 1977, the Council and its staff contributed to the study of a
wide variety of economic issues. An important part of the Council's wofk
last year involved analyzing current developments in business activity, and
evaluating alternative macroeconomic policies as a result of the President's
efforts to éontinually assess his taxation and expenditure decisions within
the context of long-run budgetary requirements. The Council also participated:
in the development of Administration -initiatives such as welfare refofm,
sociél security financing proposals, the National Energy Plan, agficultural
legislation, minimum wage legislation, urban policy proposals, and economic
relations with our foreign trading partners.

The Council became~acti§ely involved in a variety of regulatory reform
issues in codperation with other Government agencies. Under the Regulatory
Analysis Program authorized by the President in 1977, the Council established
and chairs an interagency review group that is responsible for assessing
analyses of the economic consequences df regulatory proposals that are
prepared by regulatory agencies. 7

Early each year the President subﬁits the Economic Report of the

President to the Congress as required by the Employment Act. The Council

assumes major responsibility for the>preparation of the Report, which
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together with the Annual Report of the Council of Economic Advisers reviews
the progress of the economy during the preceding year and outlines the
Administration's policies and programs.

The Chairman of the Council of Economiq Advisers is a member of the
Economic Policy Group and of its Executive Committee and Steering Group.
The EPG was formed in January 1977 to direct the formulation and
coordination of economic policy. The S;eering Group meets weékly to
address current issues of economic policy.

The Chairman also heads the U.S. delegation to the Economic Policy
Committee of the Organization for Economic Cooperation and Development
(OECD). Council Members and staff economists meet with various working
pafties of the committee and attend other meetings of the OECD during
the year.

The review and analysis of the overall performance of the economy
is conducted and coordinated through interagency working groups comprised
of representatives from the Coﬁncil, the Treasury, the Office of Management
and Budget, and the Departments of Commerce and Labor. At regular intervals
representatives of these agencies, chaired by the Council, evaluate recent
economic performance and formulate economic forecasts. The analysis and
projections thus developed are finally reviewed and cleared throﬁgh the
Chairman of the Council for presentation to and consideratién by the Economic

Policy Group and the President.
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The Joint Economig Committee (JEC), like the Council, was created
by the Employment Act of 1946 to make a continuing study of matters relating
to the economy and to submit its own report and recommendations to the
Congress. During 1977,-the Chairman and Members of the Council appeared
twice beforelthe JEC and once before its subcommittee on International
Economics. The Chairman and Council Members also presented testimony
before the House Budget Committee; the House‘Appropriatiohs Committee;
the House Ways and Means Committee, and its Subcommittee on Trade; the
House Committee on Banking, Finance, and Urban Affairs, and its subcommittee
on Economic Stabiliz;tion; the House Ad Hoc Committee on Energy; the House
Committee on Public Works and Transportation, and its Subcommittee on
Investigations and Review; the House Appropriations Committee, Subcommittee
on Treasury, Postal Services, and General Governmental Affairs; the House
Committee on Interstate and Foreign Commerce, and its Subcommittee on
Energy and Power; the Senate Budget Committee; the Senate Finance Committee;
the Senate Appropriations Committee; the Senate Commerce Committee, -and its
Subcommittee on Aviation; and the Senate Committee on Banking, Housing,

and Urban Affairs.

PUBLIC INFORMATION

The annual Economic Report of the President and the CEA Annual Report

.are the principal publications through which theACouncil informs the public
of its work and its views. They also aré an important vehicle for
presenting and explaining the Administration's overall economic poiicy,
both domestic and international. Distribution of Reports in recent years

has averaged about 50,000 copies. The Council also assumes primary
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responsibility for preparing Economic Indicators, a monthly publication

prepared by the Council's Statistical Office. The Joint Economic Committee

of Congress issues Economic -Indicators, which has a monthly distribution of

approximately 10,000 copies.

Information is also provided to the public through speeches and other
public appearances by the Chairman, the Members? and the senior staif
economists. Each year the Council answers numerous requests from the
press and provides information in response to inquiries from individual
citizens. In addition, the Council and staff receive frequent visits

from business, academic, and other groups and individuals,

ORGANIZATION AND STAFF OF THE COUNCIL
OFFICE OF THE CHAIRMAN
The Chairman is responsible for communicating the Council's views
to the President. This duty is performed through direct consultation
with the President, and through written reports on economic aevelopments
and on particular programmatic issues. The Chairman represents‘the Council
at meetings of the Cabinet and in many other formal and inform#l contacts

with Government officials.

COUNCIL MEMBERS

The two Council Members are responsible for all sﬁbjecfymatter covered
by the Coﬁncil, including direct supervision of the work of the professional
staff. Members represent the Council at a wide variety of meetings and

assume major responsibility for the Council's involvement in many activities.
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In practice, the small size of the Council's staff permits the
Chairman and Council Members to work as a team in most circumstances.
There is, however, an informal division of subject matter between them.
Mr. Gramley assumed primary responsibility in 1977 for macroeconomic
analysis, including the preparation of economic fbrecasts. Mr. Nordhaus
is primarily responsible for international economic analysis and for
microeconomic analysis, including policy areas such as energy, agriculture,

labor markets, social welfare, and regulated industries.

PROFESSIONAL STAFF

At the end of 1977 the professional staff consisted of the Speéial
Assistant to theAChaifman, 10 senior staff econbmists, 2 staff economists,
1 statistician, and 6 junior staff economists. Members of the professional
staff were responsible for economic analysis and policy recommendations
in major subject areas involving the Council's interests and responsibilities.

The professional staff and their special fields at the end of the year

were:
Peter G, Gould ....:ivse0ss0ssss0ses0. Special Assistant to the Chairman
Senior Staff Economists

Roger E. Brimmer ........v...e...... Business Conditions, Analysis,
Econometrics, and Forecasting

Peter K. Clark ....cveeevesserssses. Macro and Microeconomic Analysis,
Econometrics, Trade, and Prices and
Wages

Nina W. Cornell ........:.te00cs:0... Regulated Industries, Transportation,
Environmental, and Health and Safety
Issues '

George E. Johnson .....ve0eeveesee.. Labor Policy, Human Resources, Welfare,

and National Health Insurance



-Susan J. Lepper ..ceicecesennns ¢esssses Monetary Policy, Financial Institutions,
Capital Markets, Housing, and State
and Local Finances.

David C. MUnro ....cveveocsasan ¢«vesee. Business Conditions, Analysis,
_ Econometrics, and Forecasting
J.B. PenNN covevvvenssesssovnsssssensss Agriculture and Food Policy
Jeffrey R. Shafer ...v¢evvveeveeesees.. International Finance and Trade
William L. Springer ......e.c¢ev..s... Fiscal Policy, Public Finance, Income

Distribution, Human Resources,
Welfare, and National Health Insurance

David A. Wyss ....viievrreecanssesess. Macro and Microeconomic Analysis,
Econometrics, Trade, Prices, and
Wages
Statistician

Catherine H. Furlong ....ecceveveveves Statistician

Staff Economists

Arthur E. Blakemore .....¢sesess.00.... Labor Markets
Robert E. Litan «...eeveseeseseeasssss Energy Analysis and Policy, Science
and Technology, and Natural Resources

Junior Staff Economists

Michael S. Golden .v.ve.eesvevsusesase.. Agriculture and Food Policy,
Econometrics, and Forecasting

Howard K. Gruenspecht ........¢¢s+..., - Regulation, Monetary Developments,
and Industry Analysis

Richard I. Kolsky .e¢eceeveeveseasesa. Regulation, Energy Policy, and

' , ' Industry Analysis

Richard A. KOSS .ccsvscesecseseessnasss Econometrics and Forecasting

Julianne M. MalveauX ...eveseeseese.+s Labor Markets and Monetary Developments

Martha M. PAarry .c..ceceeesesesesssases International Economics

Catherine H. Furlong, Statistician, is in charge of théﬂCouncil's
Statistical Office. Mrs. Furlong replaced Frances M. James who retired
after 31 years of service as Senior Statistician for the Council. Mrs. Furlong

has primary responsibility for managing the Council'svstatistical information

system. She supervises the publication of Economic Indicators and the

preparation of the statistical appendix to the Economic Report. She also
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oversees the verification of statistics in memoranda, testimony, and

speeches. Natalie V. Rentfro and Earnestine Reid assist Mrs. Furlong.

'SUPPORIING STAFF

The Administrative Office provides administrative support for the
Council. Nancy F. Skidmore, Administrative'Officer, prepares and -analyzes
the budget, procures equipment and supplies, and provides general services.
Duplicating, mail, and messenger services were pfo?ided by.James W.
Gatling and.Frank C. Norman. Elizabeth A. Kaminski serves as Staff Assistant
to the Council.

Serving on the secretarial staff for the Chairman and Council Members
during 1977 were Papricia A. Lee, Linda A. Reilly, Florence T. Tofrison,
and Alice H. Williams. Secretaries for the professional staff were M.
vCatherine Fibich, Bessie M. Lafakis, Joyce A. Pilkerton, Margaret L.

Snyder, and Lillie M. Sturniolo.

DEPARTURES

The Council's professional staff members are drawn primarily from
universities and research institutions. Senior staff economists who
resigned during the year were Barry P. Bosworth (Council on Wage and‘Price
Stability), Barry R. Chiswick (Hoovér Institute, Stanford Univeréity),
John M. Davis, Jr. (Federal Reserve Bank of Cleveland), Bruce L. Gardner
(Texas A&M University), Helen B. Junz (Department of the Treasury),
Michael D. McCarthy (Wharton EFA, Inc., Philadelphia), Jéhn J. Siegfried
(Vanderbilt University), John B. Téylor (Columbia University), and

Philip K. Verleger, Jr. (Department of the Treasury). Doral S. Cooper,
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staff economist, resigned to accept a position with the Special
Representative for Trade Negotiatioms.

Junior economists who resigned in 1977 were Richard E. Browning
(Georgetown University), Timothy H. Quinn (University of California,
Los Angeles), Barbara A. Smith (Mathematica Policy Research, Inc.,
Washington), Paul C. Westcott (Department of Agriculture), and
Benjamin Zycher (University of California, Los Angeles). Retired
during the year were Dorothy Bagovich, Statistical Assistant, and
Dorothy L. Green, secretary. Margaret A. Bocek, secretary, resigned

from the Council staff.



THE WHITE HOUSE

WASHINGTON

January 4, 1978

MEMORANDUM FOR THE PRESIDENT
FROM: , Bob Lipshutz (ﬁ. ;-

On Wednesday of this week Irving Shapiro telephoned
me to express his chagrin at the attached article
which has just been published in "Fortune" magazine.

He was most concerned at what he considers to be a
very incorrect interpretation of statements made by
him, attributing to him an opinion that "the Ad- '
ministration has a bias against business". He
assures me that this does not represent his thinking
nor does it properly reflect statements made by him
to the reporter for "Fortune" magazine. Irv Shapiro
is writing you a personal letter relative to this
matter.

Incidentally, he also states that he does not believe
the article correctly reflects the point of view of
either Reg Jones or Walt Riston, but that of course
they will have to speak for themselves.

cc: The Vice President
Stu Eizenstat
Charles Schultze
Hamilton Jordan
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ESTABLISHED 1802

E.l.DU PONT DE NEMOURS & COMPANY

INCORPORATED

WILMINGTON, DELAWARE 19898

CHAIRMAN OF THE BOARD . : , January 4, 1978

..The President
The White House
Washington, D.C. 20500

Dear Mr. President:
The current issue of FORTUNE maga21ne carries some
comments from me and attrlbutes certain judgments to me about

your Presidency.

I write simply to advise you that despite our

different views on some issues (such as the proposals relating -

" to the Consumer Advocacy Agency, "triple martini luncheons,”
foreign tax deferral and some parts of the energy bill), I
“have a very positive view of your Presidency.'»

Some of us have encouraged more dlscourSe between
you and industry and there has been progress in this area.
The White House meeting and your subsequent participation in
the Business Council meeting were major steps in the right-
‘direction. As you know, there has been strong support in .
1ndustry for your nomination of Bill Miller.

I cannot control what gets written by others, but
I do want you to know that you have my support and admirationv
both for the good start made in 1977 and for the encouraging

future that is available to the nation if all of us work
together in the national interest.

Sincefely,
’
| Irving S. apiro
ISS:mvb

~>» CC: Robert J. Lipshutz
' Special Counsel to the President



t'sa léng, long while from May to December,” goes a
song from the 1930's. The words refer to romance; but
as the Carter Administration.has learned; they also ap-

- ply to tax reform. What went on during that span of 1977

was a back-and-forth battle for the mind of [immy Carter.

" Pushing him toward radical tax reform were his-own pop-
-ulist attitudes, reinforced by campaign promises to get rid
of the blots that made the nation’s tax system “a disgrace
to the-human race.” On the other side were various voices .
«calling for straightforward tax. cuts to help the economy
~and warning that- talk of:radical reforms was damagmg
) «busmess confidence: :
" After'much wobbling on the part of the President, it now’
appears that: the battle has been won by the forces of eco-
“nomic and political realism. Instead of drastic changes in-
. the tax code, we will get tax cuts garnished with reforms.
But the net.cuts won’t do much to lighten the tax: burdens:
- weighing upon'the economy. .
. - .Alot of the pressure that moved Jimmy Carter away from
1 ‘reform and toward tax reduction came from the business
community. Many businessmen were deeply concerned at

the prospect of some of the tax revisions the White House

_talked about, especially removal of preferential treatment
for capital gains. Carter,.to be sure, dld not often listen per-
. sonally.to what businessmen were saying, but he could not
. escape the evidence that the reform talk was impairing con-
fidence. What's more, the business viewpoint ongrand-scale. |-

reforms came.at Carter through members of Congress, who

also had. their own reasons for wanting to see tax reform -

set aside. And, very important in tipping the balance, busi-

" ness opposition to the President’s reform notions brought

on the defection of his own.Secretary of the Treasury, W. Mi-
chael Blumenthal;

Blumenthal, himself a sometime member of the business
community, underwent a gradual change of heart. Begin-

‘ning without a deep understanding of tax matters, heat first- |

werit along with most of the reform ideas that were present-
ed to him. But he had some philosophic doubts about, for ex-
ample, proposals that would increase. the progressivity of
the personal incorne tax. His doubts increased as he became
aware of congressional distaste for major reform and, even
more, the concern of the business community. After the de-

parture of Bert Lance, who had served as the Carter Admin-
- istration’s principal link to business, the voices of concern

converged more'intensely on Blumenthal, and before long it

) became obvious that-he was getting off the tax-reform train.

Even'with all the pressures to set drastic reform aside

Research associate: Ann M. Morrison
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and go for tax-reduction, the President resisted dropping

those campaign promises to overhaul the tax system, His-re-

sistance was buttressed by hisinner circle of Georgians, par-"-

ticularly ‘Stuart Eizenstat, assistant to the President for
domestic affairs and policy. A lawyer by training, Eizenstat
served as Carter’s issues man during the gubernatorial and
presidential campaigns: Aside from any ideological com-
mitment to tax reform, he maintains that reneging on re-

form would be politically damaging to the President. But

while there might be some political costs in turning away

from reform, seriously disruptive changes in the tax: code_

would also be costly. )
The:question of how far | to retreat on tax reform became

" an extremely sensitive issue in the Administration, as Blu- -

menthal learned. In.November he told the Senate Banking

Committee that in-his view the firgt'priority should be “pro--

viding tax relief for individuals and some real incentives

for business.” The White House was unmistakabiy annoyed.

Press secretary Jody Powell, in what seemed to be a de-
liberate put-down, said Blumenthal was only expressmg
“his personal thoughts on the matter.”

arter’s:own thoughts.on the matter seemed to shift -

from one vague pronouncement to the' next, but it
gradually became.clear that he would have to:give up

any hope of grand-scale tax reform in 1978. The retreat was-

forced on him by acombination of political realities.and eco-
nomic developments..Even apart from the opposition of the
business community; Congress becarme more and more un-
friendly to. large-scale reforms. Congressional thoughts
were already beginning to turn to the 1978 elections. What's

more, the Senate and House tax committees developed a .

case of legislative indigestion. While Carter’s energy, wel-
fare, and Social Security programs; all of which involve
major tax changes, were still being debated, they had little

stomach to take on sweeping tax reform. Even staunch tax .
reforraers like Representative Abner Mikva of Illinois, who

in 1976 fought unsuccessfuily for many of the reforms Car-
ter supports, has lost his taste for the battle. “We've got to
stop tinkering with the tax code,” he says.

The congresgional attitude is:shaped in no-small part by

- a wariness of getting out on a limb with a President who |

has proved inconstant. The Administration’s tendency to
shift positions suddenly in response to political pressure
has unsettled Congressmen like Robert Giaimo of Connéct-
icut, chairman of the House Budget Committee. Having
been personally burned when Carter switched his position
first on the $50 tax rebate and later on the farm program,
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A tiger for tax reform in the
White House is presidential as-
sistant Stuart Eizenstat, head of:
the domestic. policy staff. He
has advised the President to .

hang tough aneforms;.

"In working on the Administra-
-tion’s tax plans, Carter’s chief
economist, Charles Schultze,
has sought to walk a “fine
line,” as he puts.it, between too
little stimulus and too much.

. Giaimo today is reluctant to-make common cause with him
_on so-politically sensitive.a matter as tax legislation. )
On the House Ways and Means Cornmittee, there is a feel-
ing that the Administration tends to propose controversial

legislation, then sit back and do nothing when it runs into

attack. As a committee staff man' puts it: “Carter’s people
come up-and present their bills. But when the TV lights go
‘out in the committee room, they go back to their castles
downtown and think about something else.”
_ Poor liaison on the part of the executive departments and
the White House staff is part of the:problem. But senior Con-

gressmen also complain that the Presidenthas no clearly de-
-fined economic strategy. The chairman of the Joint-

. Economic Committee, Representative Richard Bolling of
Missourl, is particularly outspoken. “The President,” he
says, echoing a complaint voiced by many businessmen,
“lacks a total overall perspective of the problems he faces.

He doesn’t understand the power structure of the Congress:

or the interrelationship of econormnic issues.”

In October, Representative Al Uliman of Oregon, chair-.

. man of the House Ways and Means Committee, had:a long

. telephone conversation with the President about tax-reform-
prospects. Ullman told him that the range of tax issues he -
was considering was too controversial to be:-moved through -

Congress in an election year. The: centerpiece proposal to
end preferential treatment for capital gains had by itself
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At some point along the line, '

Treasury Secretary Michael

" Blumenthal decided to get off .
the reform train. Congressional -

~ wariness and business concern
- led to his change of heart.

- aroused enqugh opposition to bog down any tax pfogram.
. 'Limit'your proposals, Ullman-advised the President, to a.
few high-priority reforms with some chance of passage. The -

crucial tax issue is not reform but stimulation of the econ-
omy, and particularly lagging business investment. As:for

‘reforms, you have three and possibly seven more years in

which to present them. So don’t hurry things. Carter.re-
ceived similar advice from Senator Russell Long, chairman
of the Finance Committee; from Senate Majority Leader

| Robert Byrd, and from Speaker Tip O'Neill.

he uncertain state of the economy also worked against
grand-scale tax reform. Between summer and late fall,

Charles Schultze, chairman of the Council of Econom-

ic Advisers, became more pessimistic. In preparing various
scenarios-for 1978, Schultze and his staff last summer wor-
ried about rising interest rates, sluggish business. invest-
ment, and the tendency of consumers to save instead .of
spend. These concerns, among others, caused Schultze to
conclude that the dangers just might beon the downside.-
In the fall, he came to feel that the dangers were clear
and present, and that, along with everything else, the. tax

burden on the economy would make it “impossible to get-

decent economic growth.” By November, he was telling

people it would be necessary to. reduce individuals’ effec- -

tive tax-rates in 197_8 or 1979.
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il}Dealing ‘with the Adnﬁnis&a"—
- tion-has been an eye-opener for -
TIrving Shapiro, chief executive :

:‘- - of Du’Pont. He has come to. be~ :

-lieve that Iunmy Carter has a
bxas agamst Big Business. .

The question of when the tax~cut stirmulus will be need-
ed is an important strategic consideration. If the tax cuts
could wait fora year, the Administration could afford to bat-

ited. Schultze admits he is not sure whether the economy
will need a lift in late 1978 or sometime in 1979. He speaks
of the “fine line” that has to be drawn between too much
and too little stimulus. “We don’t want to overdo it,” he
says. “We want to'avoid commitments that will make it im-
possible to balance the budgetin 1980-81.”

Aside from the erratic course of the economy, Schultze
or any other economist trying to look ahead in late 1977
faced major uncertainties connected with Administration
proposals. Sharply higher taxes for financing Social Secu-

 rity will have powerful economic impact. So will Carter's en-
ergy program, with lts tax on crude-oil production. And
the welfare-reform program includes tax credits amounting
to billions of dollars a'year.. .

Uncertainties about the final form- of these rmeasures
make it impossible to-get a fix on the fiscal.consequences.
Social Security taxes, not including the. $5.8 billion in-

| an additional $6.4 billion in 1979 and $9.4 billion in 1980.
A computer analysis done by Data Resources, Inc. in-
dicated that the energy legislation, depending on whether

- the House or the Senate version survived, could by 1980

“Reginald Jones, \chairman or
G.E., faults the Administration"
for failing to link up its vari-
ous tax proposals—on energy,
Social Security, and tax reform
—in a coherent manner.

tle for tough reform: If not, its. maneuvering time is lim- .

crease that has aiready been legislated for: 1978, will rise.

Who speaks for President Car--
teron economic policy? Among
those who ask is‘Walter Wris~ >
_‘ton,“chamnan ‘of Citicorp. It
bothers him that nobody seems
to be performing that role.

raise the federal tax take by anywhere from $3.3 billion to
$10.8 billion.

In any event it was obvious that on balance these mea-
sures would substantially increase the tax load on the econ-

. omy. The swing in the Social Security accounts alone, from

a deficit of-about $5.1 billion this year toa surplus of $13.9
billion by 1981, will produce:growing fiscal restraint-in the

- next-several years, the Data Resources analysis shows. The

additional restraint would have to be offset by tax reduc--
tions or by increases in federal spending.

 hile Keynesiang such as Charles Schiultze have been
thinking ‘in terms of how much tax-cut stimulus
@58 the economy will “need” in 1978 or 1979, much
bolder thoughts on tax reduction have been issuing from
men generally considered to be conservatives. Arthur Burns,
chairman of the Federal Reserve Board, has called for'broad
tax cuts for both individuals and businesses, along the lines
of the Kennedy Administration cuts in the 1960's. Burns is
concerned not: with short-run fiscal adjustments but with
something much more basic, lifting some of the tax load
off the economy’s back. He has not put a dollar figure on
the tax reduction he would like to see, but in proportion to
the size.of the economy, it would take cuts amounting to
something like:$50 billion to match the Kennedy cuts:
Bolder still is the proposal put forward by Repubhcan ‘
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o agamst ‘Big ‘Business? “Top -executives .of
i;~'s0ome: largeU.S companls have came

E ther faw is Carter's failure.to delegata For
plalnts are-viewed as-the- normal busmess nstance, there is:no’economic spokesman
; unhappmess thatoccurs whena Democra

or' Ahe Admimstrahon ‘In :recent iyears,

creasingl
ennal\assxstant for ‘domestic pohcy, rejects

the idea:that there. is:any cornmumcatmns
breakdownibetween! busmess anditheé Oval
Office.. As: evxdence, ‘he' c:tes “his: monthly_

"We seethemiadde SocmlSecunty, we “ ;

see: 1hem aclde energy, rtax: tef

ot there.In: his: t}uny-mmute)address e
sald ‘he; wou]d>try 40! foster “business:con-'

Congressman Jack Kemp of Néw York, He has picked up

142 co-sponsors in the House for a plan to slash income-
tax rates across the board by an average of 33 percent—and
without any demand for offsetting cuts in expenditures,

" Kemp’s plan would cut taxes by a hefty $82 billion. He ar-
gues that the economic revitalization resulting from deep
tax cuts would expand the tax base enough to make up the
revenue loss within a few years. )

The actual tax cut enacted in 1978 will certainly be a lot
smaller than the reduction Burns or Kemp is calling for. The
proposals that Secretary Blumenthal recently presented to
the President called for cuts ranging from $20 billion to-$30

- bi]]ion, with the high end including some reductions in fed-

eral excise taxes. In the traditional pattern, the total cutin in-
come taxes will probably be split about two-thlrds for
individuals, one-third for corporations.

. The cut in individual income taxes will not really consti-
tute much of a net tax reduction. It will do little more than off-
set tax increases: the nearly $3-billion rise in individuals’
Social Security taxes that takes effect this month and the
non-legislated tax.increases thatresult from inflation. With
inflation puffing up wages and salaries, taxpayers are pushed
into higher tax brackets even when their real incomes go up

little or not at all. Estimates of what these'non-legislated tax

hikes amount to currently run as high as:$10 billion-a year.
As a consequence of the mﬂatxon effect, the income tax
continued




swallows a larger proportioﬁ of.totai personal income ‘)"ear :

by year if tax rates are not reduced. Experience indicates that
taxpayer-unhappiness intensifies when the bite exceeds 11
percent of personal income. Since this level has already been

_passed—income taxes came to 13 percent of personal in-

come last year—Carter was advised by the Treasury tax staff
that if he did not propose personal tax cuts Congress would
cut anyway.

Any cut in income. taxes, of course, involves decisions

" about which brackets get how much relief. The Treasury has -

recommended that cuts-be extended to-all classes of taxpay-
ers up to about $100,000, but with the relief concentrated in
the lower'and middle brackets, under $30,000 a year. In oth-

er words, punitive rates.on large incomes.would be cut little |

or not at all, and the steeply progresswe income-tax struc-
ture would become a bit more so.

The corporate tax relief will be aimed at spurring busmess

investment, which has been a main disappointment in the

thirty-month-old economic recovery. Reginald Jones, chair- .

- man of General Electric Co., got an inside view of the pros-
pects in his role as chairman of the Business Roundtable’s
task force on taxation, which-has been in continuing contact
with Congress, the Treasury, and the White House during
the past year. Jones expects tax relief of around $7 billion for
business, with perhaps $5.5 billion in the form of lower cor-
poraterates: If that proved to be correct, it would mean low-
ering: the corporate rate by five points—from 48 to 43
percent. The remaining $1.3billion would come from sweet-
ening the investment tax credit. Besides making the current
10 percent investment credit permanent, Jones hopes. the
President will: ]

1 Make it applicable to buildings (as well as equipment);-

1 Make it-applicable to 90 percent of ‘a company’s tax liabil- :

ity (instead of only 50 percent, as now);

% Extend. the - full investment credit to pollution-abatement.

facilities (rather than only half of it).

The Treasury has-agreed with the investment-credit revi-

sions Jones and the Business Roundtable want. But both the
Treasury and the Council of Economic Advisers advocated-a
smaller reduction in the corporate tax rate than Jones does.
The Treasury favored a two-point reduction, and the CEA
three points.

reform, Carter had to decide what to do about all

W those tax-reform promises he made. Just to save po-
" litical face, as the White House sees it, he has to present a
plateful of revisions that can be called reforms. But thereally

60 FORTUNE Jsnuary 16 zgﬁ

ith the Washington climate so averse to grand-scale.

big changes :he talked about won't be included. 'I'he heart of
his' reform package was elimination of tax preference for
capital gains, which, in turn, was linked to reduction.of the
double taxation of dividends. Dropping the capital-gains
proposal, in the judgment of Treasury experts,. dooms any
major measure to deal with double taxation,”

The one reform item that Carter seemed adamant about
was his pledge to crack down on those three-martini lunches "
—a code term for business entertainment. When told that
Congress would probably not pass any drastic tightening.
up, and that in any event the reform didn’t represent much
revenue, the Président said, “I don’t care whether it brings:
in revenue or not—it's wrong.” To satisfy him, the Treasury
has worked up some tough proposals Among the options:
presented to Carter:

1 Business-meal deductions would be limited to 50. percent
of the costs (or to $5 per person under another proposal).
1 Entertainment deductions for yachts, hunting lodges club

- dues, and the like would-be disallowed.

1 So- would business entertainment at the theater, football
games, orgoif courses.

9 Businessmen could no longer deduct first-class air travel :
—only coach or economy-class fares.

i B ut as Carter has found, there is'no such thing as a non-
‘. controversial tax retorm. The business-entertainment
Y proposals have:already stirred up opposition not only
from business groups but-also trom restaurant-and hotel op-
erators and their employees. A proposal to ban deductions
for business meetings held abroad has raised howis from the
governments. of Mexico, Canada, and Caribbean nations
that.are heavily dependent on-such business: meetings for
their economic well-being:

Even if he still wanted to, Carter probably couldn’t get

_more thana token tax-reform package enacted. To do thathe

wouldhave tonot only overcome congressional distaste but
also develop-a-consensus within his.own Cabinet in favor of

- his proposals. The defection of his Secretary of the Treasury

'is.a major problem—Blumenthal’s lack of enthusiasm will

encourage congressional opposition. )
Whatever the outcome this time, however, it will not-be

the final chapter in the story. Carter the tax reformer un-

. doubtedly lives on. Not long ago Congressman-Ullman said

to the President that'he must be getting very hard-line ad-

- viceon reforms from his inner circle of Georgians: The Pres-

ident replied that he, not his staff, was the hard-liner. And
then, his voice steely, he added, “Nobody is going to say
that Jimmy Carter held back on tax reform.” ]

—
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THE PRESIDENT HAS SEEN.
THE WHITE HOUSE W/J/m

WASHINGTON

/
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December 28, 1977 Wé /@J/’"‘
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S VED

MEMORANDUM FOR: THE PRESIDENT
FROM: ' STU EIZENSTAT &6{\,
SUBJECT: ‘ Communication from Secretary Califano

Secretary Califano called me tonight and asked if you
had made a decision on the authorization for the
construction of the building for the National Institute
for Child Health and Human Development. He indicated
that this would be a visible symbol of your commitment
to seek alternatives to abortion. He stated that he

had talked to you about it and you stated that you would
- look at the matter again. I indicated that I did not know
your views on this matter and that it had not come up
at the budget meeting we had earlier today.

I will be glad to pass along your recommendations. The
Secretary stated that the building would cost roughly

$37 million, with $2 million in outlays for fiscal year
1979.
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THE WHITE HOUSE | &
WASHINGTON : —

January 6, 1978

MEMORANDUM FOR THE PRESIDENT

FROM: HUGH CARTER“I
SUBJECT: Weekly Comment Office Report (Per Your Request)
CURRENT ISSUES : PRO CON TOTAL

President's Position re: Crown
of St. Stephen - 100% 498

President's Decision re: Braniff
Airways to serve Dallas-London

route instead of Pan Am - 100% 446
President's Trip 23% 77% 421
Misinterpretation of President's

Speech in Poland - 100% 212
Gun Control Bill ©37% 633 91
Panama Canal Treaties 46% 54% 72
Unclassified 30

1,770
AGENCY REFERRALS
Social Security 53
Veteran's Administration 43
Defense Department ’ 12
Other . 86
194
MISCELLANEOUS
Non-Substantive . 54
White House Requests 42
i 96
GRAND TOTAL 2,060
Elsctrostatic Copy Made

for Preservation Purposes
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THE PRESIDENT HAS SEEN,

THE WHITE HOUSE

WASHINGTON

January 6, 1978

MEMORANDUM FOR THE PRESIDENT . /”///
FROM: HUGH CARTER ?2’
SUBJECT: Weekly Mail Report (Per Your Request)

Below are statistics on Presidential and First Family:

INCOMING WEEK ENDING 12/30 WEEK ENDING 1/6
Presidential 19,960 22,975
First Lady 4,380 1,735
Amy _ 670 635
Other First Family 65 35
TOTAL 25,075 25,380

BACKLOG
Presidential 8,050 4,190
First Lady 1,250 140
Amy 0 0
Other 0 0
TOTAL 9,300 4,330

DISTRIBUTION OF PRESIDENTIAL MAIL ANALYZED

Agency Referrals 9% 8%
WH Correspondence 50% , 55%
Direct File 26% 21%
White House Staff 5% 4%
Other , 10% 12%
TOTAL 100% 100%

NOT INCLUDED ABOVE

Form Letters
and Post Cards 3,498 9,929

Mail Addressed to i -
White House Staff 9,410 o 11,588

cc: Senior Staff

Electrostatic Copy Made
for Presetvation Purposes




MAJOR ISSUES IN .
CURRENT PRESIDENTIAL ADULT MAIL
Week Ending 1/6/78

ISSUES PRO CON COMMENT NUMBER OF
ONLY LETTERS
Suppdrt for'Tougher Restrictions
on Steel Imports : 100% 0 0 3,959
Increased Federal Funding
for Farmers 100% 0 0 490
Support for Returning. the Crown
of St. Stephen to Hungary ' 1% 99¢ 0 447
Support for President's 12/28/77
TV Broadcast with Network
Correspondents : 92% 7% 1% 259
Support for National Health
Care, Kennedy-Corman Bill,
S.3, H.R.21 93% 0 7% 176
Suggestions Re: . Middle East
Peace (1) ' 0 0 100% 167
Suggestions Re: Tax Reform
Package ' 0 0 100% 144
Support for Panama Canal
Treaties 8% 91% 1% 140
Support for U.S. Aid to
Alleviate World Hunger 100% 0 0 137
Support for Tuition Relief
Tax Credit 99% 13 0 133
TOTAL 6,052

(See Note Attached)



(1)

NOTE - TO MAJOR ISSUE TALLY

Week Ending 1/6/78

SUGGESTIONS REGARDING MIDDLE EAST PEACE

Comments and suggestions regarding peace vary
from day to day as each new development re-
ceives publicity. Incoming messages range
from "Support Sadat; Forget Begin" to "Israel
should keep the West Bank" and "The U.S. must
not bring pressure on Israel."
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information,

Rick Hutcheson

RE: SAUDI ARABIAN MONETARY AGENCY
( SAMA)
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'Saudi Arabian Monetary Agency ( SAMA ) has a very active

investment program in the U.S.A., where it is directly or
through other banking Institutions invest its revenues in
bonds issued by the American Treaéury and as deposit in the
American banks. | |

SAMA investment in the U.SﬂA. is about 45% of SAMA assests

and the rest is distributed arround the World. While the

total investment in the treasufy's,bondsvreached.15 billion
dollars, the deposits in American banks have reached 8 billion

dollars. In Private bonds and stocks SAMA has invested about
3,6 billion dollars.

This is not the complete picture of our financial relations,
but it is important to mention that 83% of our reserves are

in American dollars and only 177 are in other currencies.

As a result of the declining of exchange rate of the dollar,
the value of the dollar to the Saudi Riyal three months ago
was 3,535, but now the Saudi Riyal has appreciated to the

-dollar where it is 3,49.

Since 83% of our revenue is in dollar so any change in the
value of the dollar would affect our reserve. So the Government

of Saudi Arabia has lost about 2257 million Riyals.

In as much as the bulk of Saudi Arabia revenue are from oil

and. in dollar any change in.the.purchasing,power of the dollar

is highly important to us. It is a fact that the declining value

- of the dollar would put those countries who are in favour of an

oil freeze in a very difficult position.

eeves [ 2

Electrostatic Copy Mede
for Presevvation Purposes



"‘According to the:International’Mohetary'Fund the price :
increase of export from the 1ndustrialized countries since
1974 to’ 1977 has expanded 354 while the oil" prices have
'increased by only 15% during the " same" ‘period.- So the purchasing,
.power -of the posted price. of oil which is $13 38 is actualy
‘equal to. $9 89. S

If we" take the .total oil production of Saudi- Arabia which is

tabout 3 billion barrel . per year then . the total 1oss of Saudi

2, Arabia as a.result of the. 1ncrease of - exports price from the
'<vf1ndﬂstr1alized countries would be . estimated to be 6 billion

dollars per year.
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’ ‘B'roadt‘:qsﬁng Cormporation:© 1601 West Peachtree Street, N.E. @ Atlania, Georgia 30309vo.(404)/897;7301

- Clifford M. Kirtland, Jr

President .. - -

December 20, 1977
“Mr. Charles Kirbo

King & Spalding

2500 Trust Co. of Georgia Bldg. : -1
- Atlanta, Georgia 30303 ; ’Lw~

Dear Charlie:

In past administrations, the incumbent President
has found it helpful to invite a group of broadcasting
executives to an informal luncheon at the White House
for an exchange of views.

Groups invited in the past have been representatives
* of group-owned stations, as well as individual stations,
-but not network executives. . They would represent a cross-
section nationally of the broadcasting media, both radio
and television. ‘ ' '

If this sort of get-together were of any interest
to President Carter, we would be most happy in helping
to arrange such a meeting. :

Sincerely,

“

Clifffard M. Kirtland, Jr.

/mn

»
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THE PRESIDENT HAS SEEN.

 THE WHITE HOUSE . .
WASHINGTON.

January 6, 1977

MEMORANDUM FOR: THE PRESIDENT

FROM: STUART EIZENSTAT g%‘(

SUBJECT : , Domestic Policy Staff Weekly Status
{ Report

HOUSING AND URBAN DEVELOPMENT

Fanny Mae: We are awaiting recommendations from HUD regarding
the resolution of continuing disagreement between HUD and
Fanny Mae over the corporation's policies and management.
Speaker O'Neill and Senator Cranston have a strong interest

in this issue. Memo to you as soon as recommendations are
received. :

Community Development Block Grant Regulations: There is
Congressional support, but opposition from mayors, to HUD's
administrative decision to require that 75% of CDBG funds be
used to benefit low-income persons. Memo from Assistant
Secretary Embry to you as soon as we receive it.

Urban Policy: We are working closely with Pat Harris on a
memorandum describing urban policy principles and objectives
which we will submit to you shortly.

ECONOMICS AND BUSINESS

Tax Reform: We will be working with Treasury on the Tax
Message to Congress.

Economic Policy: We are working with CEA, OMB and Treasury
on the coordination of the January economic policy initiatives.

Arab Boycott Regulations: We‘are working with the Commerce
Department to develop final regulations.

Electrostatic Copy Mada
for Presetvation Purposes




NATURAL RESOURCES

National Heritage Program: Interior Department planning
for announcement of program as approved by you.

Dam Safety: Working with Corps and Frank Press' office on
implementation of inspection program.

Deep Sea Mining: Working with OMB and interested agencies
to develop detailed Administration position on legislation.

Outer Continental Shelf: Participating in informal talks
with House staff on proposed Administration floor amendments.

Water Policy Review: Working with OMB, CEQ.and Interior
on coordination of final options memo and on plans for
consultation with Governors.

Excess Lands (l60-acre limitation): Secretary Andrus has
announced decision not to appeal court ruling that Environ-
mental Impact Statement is required before implementation
of regulations. Continuing to coordinate with Interior,
CEQ, Agriculture, and OMB on development of legislative

and policy recommendations, which should be submitted to you
before the end of this month.

ENERGY

National Energy Act (NEA): We are working with Schlesinger,
Blumenthal, McIntyre, Schultze and Moore to develop options

for compromises on the energy bill -and strategy recommendations.
Memo to you next week. ‘

Nuclear Licensing Reform: Extensive meetings held over last
two weeks with CEQ, NRC and DOE to define issues which must

come to you for resolution. OMB preparing draft memorandum

for circulation to all interested agencies before submission
to you.

ERDA Authorization Legislation: No schedule yet set for
action on this bill. Timing for action on the Supplemental
Appropriation also uncertain.

Energy Impact Assistance: Continuing to work with DOE, OMB
and Watson to form Administration position and possible
legislative initiative to assist communities with negative
impacts resulting from energy development.




CIVIL SERVICE MATTERS

Hatch Act Reform: The interagency task force continues to
meet with the Senate staff to discuss amendments. We are
also working with Frank on overall legislative strategy.

Civil Service Reform Initiative: The final decision

memorandum is being drafted by Chairman Campbell and OMB.

They hope to have it to you within a week. Reorganization
project personnel are beginning to draft possible legislation
and an interagency legislative team has been set up by Frank's
staff. We continue to follow the project closely.

OPENNESS AND INTEGRITY IN GOVERNMENT

Lobby Law Reform: House mark-up and Senate hearings will be
held in January. We continue to work on policy amendments
and legislative strategy with Frank's staff and an expanded
interagency task force and to push for a strong bill. We are
meeting with key House members, Senate staff, labor and '
other groups. :

Revision of Security Classification System: A second draft
of the Executive Order has been circulated to the agencies.
Comments are due January 20.

HEALTH

Planning Guidelines: We are reviewing the controversial
proposed health planning guidelines which HEW issued last
September and are working to ensure that opposition to the
guidelines does not jeopardize planning.and cost containment
legislation. Final guidelines are expected to be published
on or about January 18.

MISCELLANEOUS

Congressional Veto Message: 1 am meeting with Bob and the
Justice Department next week to go over our message.

GSA Space Requests: I am meeting with Jay Solomon next week be

to discuss pending requests of federal agencies for additional ﬁu;A
space.

State of the Union: We are working with Jim Fallows' staff

on a draft of the State of the Union Message, and are preparing

a draft of a more detailed message which you may wish to submit

in addition to your delivered.text. I am very concerned about the
absence of progress by the speechwriting staff on a first draft

of this address. I have talked to Jody about it, and, since they
are under his jurisdiction, he will push them. - ;ﬁ/‘%ﬁ

- Electrestatic Copy Made
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* DRUG _INTERDICTION RESULTS
1973 thru 1977

1973 1974 ] 1975 | 1976 | 1977
: [ ' |
'"VESSELS SEIZED | 5 | 11 1 5 | 17 | 33
BY COAST GUARD | |
. | |
VESSELS SEIZED BY | | N | |
OTHER AGENCIES WITH | 2 1 3 | 2 | 9 | 19
CG PARTICIPATION | ] | | I
| | | | |
MARIJUANA SEIZED | 15,700 | 38,500 | 94,025 | 185,568 |1,057,640
BY COAST GUARD (lbs) | | (K | |
, f I | | | |
MARIJUANA SEIZED BY | o | | |
OTHER AGENCIES WITH | 4,600 | 4,975 | 653 | 130,003 | 204,285
CG PARTICIPATION(1lbs) 1 | |
T } | |-
COCAINE SEIZED | 0 N 0 | 0 | 20 | 0
BY COAST GUARD (KG) ‘ | I
, | |
'COCAINE SEIZED BY | | | l |
'OTHFER AGEMNCIES WITH | 1 0 | 0 [ 2 | 0
!CG PARTICIPATION (KG)| | |
* | I | -
HASHISH SEIZED | 0 | 5,400 | 0 |« o0 | 0
BY COAST GUARD (1bs) | i |25gal oil
| I |
HASHISH SEIZED BY | | | | |
OTHER AGENCIES WITH | 0 | 0 | 2,000 | 0 | 1,700
CG PARTICIPATION(1bs)]| | | I |
: [ | | | I
\THAI STICKS SEIZED | O | o | o | 10,185 | 12,000
BY COAST GUARD (lbs) | | l I |
' | | - , I | |
ARRESTS | 15 | 46 | 28 | 177 | 295
| ] I | 1
. Electrostatic Copy Made

for Preservation Purposes
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the President's outbox. It.is
forwarded to you for your -
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. Rick Hutcheson
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THE WHITE HOUSE

WASHINGTON
January 3, 1978
MEMORANDUM FOR THE PRESIDENT t
FROM: BOB LIPSHUTZ . ‘
STU EIZENSTAT

RE: CAB Decision: K.L.M. Royal Dutch Airlines
" Finnair Oy (Docket 31915)

The attached CAB decision suspends discount budget fares

filed by Dutch and Finnish airlines for scheduled service
between Amsterdam and New York. These fares, which represent
40 to 50 percent discounts, are suspended temporarily to
permit negotiation of ad hoc agreements which would allow
future suspensions should the fares prove predatory.

The CAB has utilized, and you have approved, this temporary
suspension procedure with respect to the similar super-APEX
fares. 1In this case the Board will vacate the suspensions

as soon as suitable ad hoc agreements are negotiated. (State
indicates that the Dutch government may not allow these fares
to become effective in any event, since the Dutch are concerned
about proliferation of individually filed low fares. Never-
theless, the Board's order gives State an opportunity to
attempt to persuade the Dutch government to enter into an

ad hoc agreement.)

The Board's decision becomes final unless disapproved by
January 6. Given the routine nature of the decision and the
fact that you have approved similar decisions in the past,
we consulted with the Vice President and determined simply
to let the decision become effective without attempting to
bring it to your attention during your foreign trip.

ok




EXECUTIVE OFFICE OF THE:-PRESI'DENT

OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

JAN 3 1978

ACTION

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Civil Aeronautics Board Decision: Transatlantic economy-class
budget fares proposed by:

K.L.M. Royal Dutch Airlines
Finnair Oy

Docket 31915

The Civil Aeronautics Board proposes to suspend temporarily certain
economy-class budget fares filed by the above carriers for scheduled
service between Amsterdam and New York.

-- The fares are similar to the budget fares approved by
you for service between New York and London.

-- The fares represent 40% to 50% discounts from>regu1ar '
economy class fares but still provide reserved seats
for travelers under certain condltlons

The recent series of innovative, 1ow fare proposa]s by scheduled carriers
is a response to the standby, budget and super-APEX fares between the
U.S. and U.K. which you approved last September. The series of temporary
suspensions proposed by the Board (on the advice of the Departments of
State and Transportation) is des1gned to permit us to be able to modify
the fares at a later time if they in fact prove to endanger the charter -
operators who have historically been the competitive spur to the
scheduled carriers' cartel organization. Charter carriers may need this
protection until other countries agree to more 1iberal charter rules.

The Board proposes to treat these fares exactly as they have treated
super-APEX fares. The Board would delay the introduction of these fares
until we conclude ad hoc agreements covering these fares with the
Netherlands and FinTand. Ad hoc agreements have already been concluded
with these countries concerning super-APEX fares but not economy-class
budget fares. A
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The Department of State reports that the Dutch government may not
allow these fares to become effective in any event since that
~government is concerned about the proliferation of individually filed
Tow fares. Nevertheless, should the Dutch government want to approve
these fares the Board would immediately issue an order vacating the
suspension as seon as the ad hoc agreements are concluded.

The Departments of State, Defense, Justice, and Transportation, and the
National Security Council have no ebjection to the Board's proposed
order. The Office of Management and Budget recommends that you approve
the Board's decision by taking no action.

The Board's decision becomes final unless you disapprove the order on

or before Jdanuary 6, 1978.
Dennis 0. Green

Associate Director for
Economics and Government

Attachments:
CAB letter of transmittal
CAB order

Options and Implementation Actions:

/7 1) Approve the Board's decision. (DOS, DOD, DOJ, DOT, NSC, OMB.)
-- Take no action.

// 2) Disapprove.
-- Appropriate implementation materials to be prepared.

// 3) See me.
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CIVIL AERONAUTICS BOARD

- 'WASHINGTON, D.C. 20428 IN REPLY REFER TO:

B-1-63c.

December 27, 1977

The President -
The White House-
Washington, D. C.

Dear Mr President

I enclose for your review copies of a Board order which suspends
economy—~class budget fares proposed by.K.L.M. Royal Dutch Airlines and
Finnair Oy for air transportation.across the Nerth.Atlantic. ‘I submit
this order in accordance with section. 801(b). of: the. Federal Aviation
Act of 1958 (P.L. 92~259).

K.L.M. Royal Dutch.Airlines and Finnair Oy have proposed new
economy-class budget fares between New York and Amsterdam. We are
recommending suspension.of the fares. at. this time only as a procedural
matter since this Government has not secured agreements with the
Netherlands and Finland which would .allow us to. suspend the fares after
they become effective. Without such . an agreement, any. future action
the United States might wish to take. against the budget fares, in the
event they are found predatory, would. be effectively foreclosed under
the terms of the respective Air Services Agreements.between.the United
States and the two countries.

If .the U.S. Government succeeds in.concluding appropriate.ad hoc
agreements with the Netherlands and Finland before the tariffs ‘become
effective, the Board will withdraw. .the enclosed order.. If agreements
are concluded after the fares are suspended, we will transmit another
order under sectioen 801 vacating the .suspensions and, . at. the same. time,
will allow the carriers.to refile their budget fares on short notice.

Enclosure

FOR OFFICIAL USE ONLY
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[ All Members of the Civil Aeronautics Board
L concurred in the adoptlon of this order.




.oy -

UNITED STATES OF AMERICA .
CIVIL AERONAUTICS BOARD
WASHINGTON, D. C.

Adopted by the Civil Aeronautics Board
at its office in Washington, D. C.
on the 27th day of December 1977

- em ee e M W am em e N em G e e e W

Transatlantic economy—class budget :

fares proposed by: ]

. . &) - Docket 31915
K.L.M. Royal Dutch Airlines
Finnair Oy :

ORDER OF INVESTIGATION AND SUSPENSION

The Board has been following a policy of suspending transatlantic

low- fare filings in cases where negotiation of special intergovernmental
agreements are necessary to permit suspension of these fares after they

- become effective., 1/ K.L.M. Royal Dutch Airlines (KLM) has filed tariffs
for effect January 8 1978, to introduce economy-class budget fares between
New York and Amsterdam at a level of $149.50 for one-way travel and twice
that amount for round-trip trevel. Finnair Oy (Finnair) has filed to
match KIM's budget fares effective January 30, 1978. The United States
does not have agreements with the Govermments of the Netherlands and
Finland which would permit us to suspend the budget and other low fares
~once they become effective, although such agreements are in effect with
the two governments covering super-APEX fares. In these circumstances,
the Board finds that KIM and Finnair's proposed budget fares may be
unjust, unreasonable, unjustly discriminatory, unduly preferential,
unduly prejudicial, or otherwise unlawful and. should be investigated

On September 16, 1977, the Board adopted an order suspending, pending inves-
tigation, super-APEX (advance-purchase excursion) fares prcposed by several
carriers in the New York-London market. The order was submitted to the
President pursuant to section 801 of the Federal Aviation Act and, by letter
dated September 26, 1977, the President notified the Board that he was dis-
approving its proposed suspension for reasons of foreign economic policy.

The Board bhad proposed suspension of the super-APEX fares based on its
view that they would have a predatory impact on charter services, whether or
not so intended. In his letter, the President stated that, if the Board
obtained new evidence after the fares became effective that they were indeed
predatory, he would consider a suspension under terms of the ad hoc
agreement negotiated on September 19, 1977, with the United Kingdom. The
ad hoc agreement gives either party the right to suspend the super-APEX
fares c¢n six weeks' unotice, and was necessary since the terms of some
‘bllateral air transport agreements do not provide for suspension of tariffs
‘e2l1readv in et vacr . .
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and, pending investigation, should be suspended. Upon conclusion of
suitable ad hoc agreements with the Netherlands and Finland, covering
the budget and other low-fare proposals, the suspension will be vacated.

Accordingly, pursuant to the Federal Aviation Act of 1958 and
particularly sections 102, 204(a), 403, 801, and 1002(j),

IT IS ORDERED THAT:

1. An investigation be instituted to determine whether the fares
and provisions set forth in Appendix A hereof, and rules, regulations,
or practices affecting such fares and provisions, are or will be unjust,
unreasonable, unjustly discriminatory, unduly preferential, unduly
prejudicial, or otherwise unlawful, and if found to be unlawful, to
take appropriate action to prevent the use of such provisions or rules,
regulations, or practices;

2. Pending hearing and decision by the Board, the tariff provisions
specified in Appendix A hereof be suspended and their use deferred
from January 8, 1978, to and including January 7, 1979, unless other-
wise ordered by the Board, and that no changes be made therein during
the period of suspension except by order or special permission of the
Board;

. 3. This order shall be submitted to the President 2/ and shall .
become effective on

4, The investigation ordered here shall be assigned for hearing
before an administrative law judge of the Board at a time and place here-
after to be designated; and -

5. Coples of this order shall be filed in ‘the aforesaid tariffs and
be served upon Finnair Oy and K.L.M. Royal Dutch Airlines.

This order will be published in the Federal Register.

By the Civil Aeronautics Board:

4% Ues T egploe

Secretary &

(SEAL)’

2/ This order was submitted to the President on December 27, 1977.

)



Appendix A

PASSENGER FARES TARIFF NO. PF-4, C.A.B. NO. 44
ISSUED BY AIR TARIFFS CORPORATION, AGENT

On Original, 1lst and 2nd Revised Pages 50-C, all provisions in Rule 157.

On 7th, 8th, and 9th Revised Pages 222-C, all fares and provisions in
" Table 157. ;



THE PRESIDENT HAS SEEN.

THE WHITE HOUSE < 2
WASHINGTON ' _—

6 January 1978

MEMORANDUM FOR THE PRESIDENT

FROM: RICK HUTCHESON .

SUBJECT: : " Status of Presidential Requests

EIZENSTAT:

1. (2/16) Opportunity for regulatory reform -- In Progress,

(memo on possible 1978 regulatory initiatives expected
1/17, previously expected 1/7).

2. (8/5) The President would like a study done to determine /
if the curriculum at the service academies can/should be
more narrowly focused on their future careers -- Done.

3. (12/21) Clear any significant changes with the President. =
after Schultze and McIntyre have 0.K.'ed the statement dLnUD

on the balance of trade and payments issue -- Done (12/21). .
BRZEZINSKI:
1. (7/28) Assess briefly the number of federal employees f
abroad, the current number seems excessive. (7/30) OK,
the President's concern is the large number of non-State
personnel in our embassies -- Done.

2. (12/9) Assess with the Vice President and Frank Moore
the best strategy for congressional action re: the
Turkish and Greek DCA's -- In Progress, (strategy meeting
to take place the week of 1/9, recommendations expected
for your review by 1/17).

3. (12/12) You and Secretary Vance work out a draft state-
ment regarding South Korea, acknowledging imperfections,
but emphasizing commitment to ROK security and strategic
need for US. Don't let Tongsun Park case disrupt relations.
The President will decide when to make the statement --

In Progress, (draft statement expected 1/9).
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4. (12/21) (H. Brown) Would you schedule a report to you and

: the President for Summer 1978 by the service academies Aéﬁf
on the pertinence of their academic curricula to the needs A 44
of their officer corps? Please inform the Superintendents

now that this report will be wanted. The President believes

that they are already making some improvements -- Message
Conveyed (12/21).

MOORE:

1. (12/13) (Confidential) Talk to Bérgland and then to
committee chairman or to the President about the target dﬁtau

price for 1977 crop for sorghum and barley. Minimize
1977 payments without violating Bob's commitment. Keep
this confidential and report back to the President —- Done
(in 1/7 weekly report).

JORDAN:

)

1. (12/9) Minimize Paul Porter's preéence at the White
House -- Done (Message Conveyed). :

SCHLESINGER:

}

1. (8/22) (and stu) Begin preparing for action regarding
options to reduce o0il imports -- Done.

2. (12/5) Please give the President a written assessment
of your top 45 people regarding demographic make-up --
In Progress, (expected 1/10).

3. (12/28) Analyze the attached material from Senator
Humphrey concerning possible new energy sources -- In
Progress, (expected, 1/10).

POWELL:

1. (12/26) (Granum) Follow-up with Secretary Bergland on aﬁn~‘4
the farm meeting in Plains -— In Progress, (Rex sent a
follow-up memo to Bergland on 12/27).

WATSON:

1. (12/19) Jim Hunt is Chairman of the NGC Committee on crime;
he wants a letter from the President to him requesting that
he work with you and the Attorney General on crime program.
Call him and draft a letter for the President to sign -- Done,
(Jack has responded, a copy of his letter is attached). '

"DETERMINED TO BE AN ADBUNISTRATIVE REAUNGS

GANCELLED PER E.O. 12338, 85C. 1.3 ARD
ARCHIVET'S MEERIO OF MARCH 16, 10857




THE WHITE HOUSE

WASHINGTON

January 3, 1978

Dear Jim:

Since the President is travelling out of the country,
I wanted to go ahead and respond to your letter to
him dated December 22, 1977. Before he left, he
asked me to ensure that you were given a full
.opportunity to work with the Attorney General and
the White House staff in developlng the Administra-
tion's crime program.

We have dlscussed the President's request regardlng
your participation with Ben C1V11ett1, the Deputy
Attorney General, who is supervising development of
the Criminal Justice Program at Justice. Ben will
personally call you within the next few days to bring
you up—to—date on the subject and to discuss specific
ways in which you and other Governors can effectlvely
participate in the planning process.

' The President agrees with you that the states have a
major role to play in developing effective programs
to fight crime and to protect the public safety..

As always, I look forward to working with you.

Warm personal regards.

Sincerely,

Jack H. watson, Jr.

The Honorable James B. Hunt, Jr.
Governor of North Carolina
State Capitol

Raleigh, N. C. 27611
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THE WHITE HOUSE .
WASHINGTON

January 9, 1978

Frank Moore o
The attached was returned in

the President's outbox. It is
forwarded to you for appropnate

handling. -
R1ck Hutcheson

- .. RE: ' WEEKLY LEGISLATIVE REPORT -
(. _ NATURAL GAS _
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*HE PRESIDENT mas sggy ( Z

THE WHITE HOUSE
WASHINGTON —

January 6, 1978
ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM FOR: THE PRESIDENT
SUBJECT : ‘Weekly Legislative Report
1. ENERGY

Coal Conversion and Public Utility Rate Reform: Committee staff have virtually
completed work on these two draft bills.

Conservation: The only outstanding issue is auto fuel efficiency (the Metzenbaum
amendment on minimum mileage standards). The House conferees insist on using the
gas guzzler tax approach contained in the House-passed version of the energy act.

The tax conference has tentatively agreed to a gas guzzler tax, but there has been
no final resolution on the issue.

Energy Taxes: The tax portion still awaits progress on the question of gas pricing.
- The staff has worked around the delay caused by the gas section and, as a result,
the outline of a possible compromise is being worked on. The compromise would
involve Administration agreement to a diminished industrial use tax, and a trust

fund and expenditure program for part of the crude oil tax revenue (25% is the
latest figure).

-- Despite progress on a staff level, Chairman Long has succeeded in establishing
his own ground rules for timing of formal conference action -- no energy taxes
until a gas compromise is reached. This has the effect of keeping the pressure on
us in the gas conference and allows Chairman Long to give the industry whatever it
does not get for natural gas.

Natural Gas: The Senate conferees remain deadlocked 9 to 9 on the deregulation
issue; Congressman Dingell has said that the House conferees will make no moves un-
til this deadlock is broken. DOE officials have been meeting with Jackson's

staff this week to try to shape a compromise acceptable to a majority of the
Senate conferees, as well as to the Administration.

-- The political problems are delicate, since a proposal that could win over Ford
and/or Johnston could result in the defection of one or more liberal like .Abourezk,
Metzenbaum and/or Durkin. These latter Senators believe current law is preferable
to any compromise that can now emerge. They believe the-chances are good that |
regulation of intrastate supplies can be achieved through the consumer groups'
petition that has been filed at FERC even if no gas bill were passed. They camnot
understand why the Administration has not filed comments in support of the FERC

petition. ’ i ?

Elactrostaﬂc_copy Made
for Preservetion Purposas
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~-- In general, the liberal side questions our failure to float the prospect of
relying on current law plus the FERC petition as a viable and credible alternative
to an unfavorable compromise on natural gas. They feel this would strengthen our
bargaining position immeasurably.

Strategy Meeting: A meeting was held in the White House Thursday aftermoon
(January 5) involving Secretaries Schlesinger and Blumenthal, Charlie Schultze, Stu
Eizenstat, menbers of their respective staffs and staff from the Congressional
Liaison office, to discuss possible changes in strategy.

-- Secretary Schlesinger, Al Alm and Les Goldman said that they are drafting a
detailed memo which will be staffed out this weekend. Secretary Schlesinger said
that he and other DOE officials would be meeting with Senator Jackson today and
tomorrow (Friday and Saturday) in California. In addition, Secretary Schlesinger
reported that Senator Byrd has agreed to stress to Jackson and Long that the entire
legislative agenda will be thrown into turmoil if the energy issue drags on too long.

-- It was also suggested that you should make some calls early in the week to

selected conferees. A memo explaining the reasons for the calls and a call list 4.
will accompany any firm request. —_—

2. FOREIGN POLICY ISSUES

Panama: The Baker-Torrijos talks have undemmined our position in opposition to all
understandings, reservations, etc. to the Treaties. . Torrijos has indicated publicly

he may accept some alterations in the Treaties --- - this could cause some serious
problems. :

-- Torrijos must immediately take a firm stand _clarifying exactly how flexible he
is and strongly opposing any alterations beyond that line. Frank Moore has
reported from Panama that the General may do that on Saturday.

-- Torrijos may accept an understanding incorporating the terms of the October 14
statement of clarification. If that is as far as he is willing to go, then he
must clearly say so. Otherwise, we will have difficulty holding the line against
further alterations of the Treaties on the Senate floor. :

-- Senators Dole and Allen have both stated that they intend to offer numerous
amendments. In Allen's case, they may number in the hundreds. The strategy is
obviously to defeat the Treaties by attaching amendments unacceptable to Panama --
not defeating the Treaties on an up-or-down vote.

-- Our interagency task force (CL staff) has begun to meet. We anticipate the
meetings will take place on a daily basis as we approach the time for Senate debate.

SALT: Our allies (e.g. Senators Hart and Culver) are anxiously awaitmg a more
visible effort on behalf of the pending SALT II agreements. NSC's interagency task

force has been busy during the break preparing detailed briefing and background
materials for public and Senate consumption.

-- It is not too early to begin plamning a strategy for dealing with anticipated
Senate amendments, reservations, etc. to the agreement when it is eventually
concluded.

Electrostatic Copy Made
for Preservetion Purposes



-- Also, we may be able to take advantage of a growing rift between senior staff
of the Foreign Relations and Armed Services Committee staff: on jurisdiction.
If Senator Sparkman can be tactfully energized to more vigorously assert his
committee's jurisdictional prerogatives, we would be in a better position when
the primary hearings begin.

International Finance: Treasury is preparing a comprehensive strategy paper on
both the International Financial Institutions appropriations and on the authori-
zation and appropriations of the Witteveen Facility. Treasury advises that the
strategy will include the roles to be played by you, the Vice President, Secretary
Blumenthal and other Cabinet members, and the Congressional Liaison offices.

-- Treasury has already consulted with the relevant congressional offices on the
outline of the Presidentially mandated IFI study, and will be pursuing three
ob]ectlves in the IFI strategy: (1) discussing the $3.5 BILLION budget request
for TFIs in 1979; (2) explaining the decision to fully fund the $35 million in
past arrearages for the IFIs; and (3) consulting on the progress of the IFI study.
House and Senate committee staffs expect that commodity questions will dominate
congressional interest next year ('Doc' Long has not only circulated a "Dear
Colleague'' letter on steel, but also, as a result has been approached by the
House textile interest to look into IFI-related textile exports). House committee
staff have also indicated that the committee would probably react negatively to
large "'arrearages' funding.

3. SUPPLEMENTAL APPROPRIATIONS

-- The B-1 bomber rescission wte, scheduled for the Senate in December, was post-
poned because Senator Stennis dec1ded that the +3 to 5 estimated vote margin was not
a sufficiently strong Senate mandate on the issue.

-~ We have begun another round of calls to Senators in preparation for a vote on
January 24. DOD indicates that Rockwell has begun a massive lobbying campaign,
even larger than their previous efforts. OMB, Defense and White House liaison
are all involved in countering those efforts.

-- You may be asked to make additional calls.

4, WELFARE REFORM

-- In December, Corman's Welfare Reform Committee completed action on the cash and
earmned income tax credit sections of the welfare reform bill. The decisions which
were made were tentative and Menbers will wote on every item again in late January
with a draft bill before them. The jobs section of the bill was deferred wuntil
Congress reconvenes. Gus Hawkins was uwilling to discuss the jobs component of
the proposal until after certain decisions had been made on the CETA program.

5. BLACK LUNG BENEFITS

-- Labor Department staff has met several times with Sénate and House staffs to
assist in drafting the final language of the benefits bill conference report.

DOL, however, is seriously concerned about the black lung trust fund revenue bill
which was separated from the original legislation, passed by the Senate at the

end of the lst Session, and is awaiting House action. DOL advises that the revenue
financing formula is deficient in providing the funding necessary to meet projected
program and administrative costs. DOL is preparing a detailed memo on the estimated
five~year shortfall. Electrostatic Copy Made /&A 9
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6. DROUGHT DISASTER

-- Joint hearings by the Senate Small Business Committee and the Committee on
Agrlculture Nutrition and Forestry are scheduled for January 30-31 and February 1.
The major issue will probably be whether SBA will continue its farm-lending
activities. The Administration position is that Agriculture should make such
loans. Senator Nelson, Chairman of the Small Business Committee, would not be
greatly concerned if SBA lost this function. However, Rep. Neal Smith (D-Iowa),
Chairman of the House Small Business Committee, is the leading advocate in the
House of SBA participation in farm lending and getting a bill supporting the
Administration p031t10n from his Committee will be difficult. A meeting on legisla-
tive strategy on this issue, attended by representatlves of OMB, Agriculture and
SBA, is being set up by Ad:mnlstrator Weaver,

7. TFARM STRIKE

-- Secretary Bergland is in Omaha, Nebraska today (Friday) to meet with
representatives of the American agriculture movement. The meeting is being hosted
by Nebraska Governor James Exon as well as governors from other strike-affected
states, and is open to the press.

-- Senator Dole has scheduled a field hearing on the strike in Kansas City,
January 16. He has invited, among others, the entlre menbership of the Senate.

8. NOMINATIONS

-- The Secretary of the Senate has returned to you those nominations that failed
confirmation durmg the 1lst Session. Each name must be resubmitted to the Senate
before the nominee can be considered again.

-- We have prepared a political analysis of each nominee's current status for
Hamilton and Bob Lipshutz. They will deal with you directly on the question of
resubmittal. :

-- The following nominations warrant particular attention: Kent Hansen (Nuclear
Regulatory Commission), Marion Edey (CEQ), Robert F. Collins (Judge, Eastern
District of los Angeles), and Irby Turner (CPB).

9. MISCELLANEOUS

-- New York City will submit its request for financial assistance on January 20

and after evaluation, Treasury will submit its proposed legislative plan to Congress.
This promises to be an exercise in brinkmanship between the Federal government and
the State and City government over who will do what for the city.

-- On December 29, Senator Proxmire chaired a hearing of the Joint Economic Committee
with Admiral Rickover and other Navy Department witnesses on contractors' shipbuilding
claims. There was considerable discussion regarding the allegation of fraudulent
claims and the method of settlement (the lastest round of shipbuilding claims
negotiations began last year). DOD advises that this subject will be one which

must be dealt with next year, especially since allegations of fraud have been raised.
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-- Rep. Rosenthal's Commerce, Consumer and Monetary Affairs Subcommittee
(Government Operations) is now making rather unabashed efforts to hurry the
pace and influence Treasury rulings dealing with multinational oil companies

. and the creditability for American income tax purposes of certain alleged income
taxes. paid to members of OPEC, most particularly Saudi Arabia.

-- At its next meeting on January 10, the Legislative Interagency Group (LIG)
will consider several alternatives for White House participation in briefing
Members on foreign aid budget decisions, both long-range and for FY 1979.

-- Since your departure on the trip, three more House Democrats have amounced
their retirement: Lloyd Meeds (Wash.), Bemnie Sisk (Cal.), and John Moss (Cal.).
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Stu Eizenstat
Frank Moore

" The attached was returned in the

President's outbox and is forwarded j

'to you for appropriate handling.

Stu - The Vice President wants to
announce any barley decision with

Foley on the Vice President's trip..

Rick Hutcheson
‘cc: ‘The Vice President
RE: BARLEY PRICE SUPPORTS

ADMINISTRATIVELY CONFIDENTIAL
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ADMINISTRATIVELY CONFIDENTIAL

j
MEMORANDUM FOR THE PRESIDENT .

FROM: FRANK MOORE

SUBJECT: Barley Price Supports

Per your request, we have checked with appropriate people
on the Hill regarding barley price supports:

Senate: Chairman Talmadge has no state interest in
this matter. Howevexr, his Chief Counsel --
Mike McLeod -- advises that several Committee
Members (both Republicans and Democrats) do
have an interest and Secretary Bergland
should be very careful in keeping any com-
mitments made to individuals on the Committee.

House: Chairman Foley is aware of Secretary Bergland's
' commitment to include barley in the retroactive
price support category (in the same category as
corn and wheat). The promise to exercise the
Secretary's discretion was offered to prevent
mandating a higher price in the bill.

The Chairman does not feel strongly either way;
he simply wants the issue resolved quickly so
other payments can be made.

In addition, Chairman Mahon's staff called our
office and relayed the Chairman's view that
target prices should be based on cost of pro-
duction as opposed to the nutritional value

as 1t relates to corn. Furthermore, Chairman
Mahon wants to learn of your decision "as soon
as it is made."

ADMINISTRATIVELY CONFIDENTIAL

Electrostatic Copy Made
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Jlm McIntyre

‘The attached was fetu;-ned in
" the President's outbox. It is
. forwarded to you for appropnate .

handlmg.

Rick Hutcheson

RE: NEXT STEPS ON EDUCATION REORGANIZA~ )
TION ‘

'CC:.'The'Vice President
~ .Stu Eizenstat
-Hamilton Jordan
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THE PRESIDENT HAS SEEN.

EXECUTIVE OFFICE OF THE PRESIDENT

OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

MEMORANDUM FOR: THE PRESIDENT

C»tw
FROM: James T. McIntyre, Jr.(§L¢-~f )1V7 &

SUBJECT: Next Steps on Education Reorganization

Our meeting with you on November 28 to discuss options for
reorganization of education programs produced agreement
that: :

.® Your commitment to a new Cabinet-level department
encompassing education and related programs should
be reaffirmed publicly.

The new department should be as broad in scope as
possible, and should not be dominated by a single
constituency group.:

® We should work with Senator Ribicoff in developing a
legislative proposal.

© The Education Division of DHEW should be restructured

internally as an interim step toward and consistent
with movement toward a new department.

Several issues remain to be resolved, including:

o

What should be the forum for a public reaffirmation of
your commitment to establish a new department?

The choices are:a formal announcement in the context of
- the state of the Union address,
- a special Presidential message on education
policy and reorganization in February or
March,

- a statement or speech by the Vice President;

or a less formal context such as a response to a question
in a Presidential press conference.

. DFTERMINED YO B;N ADMINISTRATIVE
DECLASSIFIED ‘ﬁ_
€.0, 12386, SEC. 3.4(h) MARKING BY ATE :

. GUIDELINES , FEB. 24, 1 :
by : MARS. OATE . <K /7>
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"Confidential

I suggest an informal response to a press question,
while we proceed to work with Senator Ribicoff and
other Members of Congress, and the interest groups.

)
| /P sheter
Agree v Disagree {/{0 g oL

Comments:

How should the breadth of the department you support be
characterized publically?

There was some disagreement on this issue at our
November 28 meeting.

Joe Califano, Charlie Schultz and Jack Watson advised
that you make no statement of preference for a "broad"
department but that you should rule out a "narrow"
department. ‘

Stu and Hamilton advised that you should reaffirm your.
campaign commitment to a new department without stating
a preference that it be broad. Stu thinks that social
services should not be included because of their strong
relationship to welfare, social security and medicaid.

We advised that you should state your preference for a
broad department including education and related human
development programs. I understand Stu's argument
about social services. We will have to evaluate these
programs carefully to determine which ones are most
closely related to education and should be included.

I do, however, advise that you indicate that you favor
a department which views education in the context of
the family and related community institutions. This
would give us the leeway we need to work out the
substantive and political details. Senators Ribicoff
and Williams, and Congressman Brademas have said they
would like to pursue this broad concept.

Agree l/ Disagree ‘ . ﬁ 7’% —
Comments: xﬂ”/f E ) :
H | | f

Electrostatic Copy Made
for Presetvation Purposes




Confidential

3

How, and how far, should DHEW proceed with an interim
reorganization of its Education Division?

The changes that Joe Califano has proposed, such as
consolidating the offices of the Commissioner and

the Assistant Secretary for Legislation under a single
point of leadership, would require a reorganization
plan. Though this change is desirable, the submission
of a reorganization plan to the Ribicoff committee may
be confusing and burdensome in light of the legislative
proposal for a new department. I suggest that
Secretary Califano be authorized to include changes
that cannot be accomplished administratively and are
compatible with movement toward a new department in
the education legislation that we will submit to the
authorizing committees.

Agree v///r Disagree

Comments:

Based on your guidance, we will complete our substantive
analysis and work with the NEA, Members. of Congress and
other relevant interest groups to develop the details of

a proposal on which Senator Ribicoff and Congressman Perkins
would take the lead. Senator Ribicoff has agreed to postpone
his hearings until April so we can develop a joint proposal.

cc: Vice President
Stu Eizenstat
Hamilton Jordan
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~CONPIDENFIAT—

EXECUTIVE OFFICE OF THE PRESIDENT

OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON,; D.C. 20503

JAN G i g7y
MEMORANDUM FOR: THE PRESIDENT (
FROM: James T. McIntyre, Jr. %"

SUBJECT : Next Steps on Education Reorganization

In our meeting on November 28 to discussvoptions'for
reorganization of education programs, you indicated that:
° Your commitment to a new Cabinet level department
encompassing education and related programs should
be reaffirmed publicly.

The new department should be as broad in scope
as possible, .and should not be dominated by a
single constituency group.

We should work with Senator Ribicoff in developing
a legislative proposal.

Consistent with movement toward a new department,
the Education Division of DHEW should be restructured
internally as an interim step.

Several issues remain to be resolved, including:
° wWhat should be the forum and timing for a public
reaffirmation of your commitment to establlsh a
new department?

The choices include: a formal announcement in
the context of

- the State of the Union address,

- a special Presidential message on education
policy and reorganization in February or March,

- testimony before the Ribicoff committee hearings
on an Education Department in April;

MARKING BY
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or in a less formal context such as a meeting with
education group(s) or in response to a question in
a Presidential press.conference.

I understand that you will be meeting with the 50
state education commissioners on Wednesday,
January 11. You will likely be asked for your
position on a new department. You may want to use
this opportunity to reaffirm your commitment. A
special education message might also be desirable
at a later date.

How should the breadth of the department you support
be characterized publicly?

There was some disagreement on this issue at our
November 28 meeting.

Joe Califano, Charlie Schultz and Jack Watson
advised that you make no statement of preference
for a "broad" department but that you should rule
out a "narrow" department.

The Vice President, Stu and Hamilton advised that you

should reaffirm your campaign commitment to a new
department without stating a preference that it be
broad. Stu thinks that social services should not be
included because of their strong relationship to
welfare, social security and medicaid.

We advised that you should state your preference
for a broadly based department including education
and related human development programs. I under-
stand Stu's argument about social services. We
will have to complete our work of determining which
programs are most closely related to education and
should be included, and which should not.

I do, however, advise that you indicate publicly
that you favor a department which views education
and related programs in the context of the family -
and community institutions. This would give us
the leeway we need to work out the substantive

and political details. Senators Ribicoff and
Williams and Congressman Brademas have said they
would like to pursue this broad concept.




How, and how far, should DHEW proceed with an
interim reorganization of its Education Division?

A proposal to reorganize the Education Division is
being developed by DHEW. As Joe pointed out in
our meeting, the desired changes -- such as
consolidating the offices of the Commissioner and
Assistant Secretary for Education under a single
point of leadership -- will require congressional
approval. - In deciding how to implement DHEW
interim reorganization, we ‘must think seriously
about its compatibility, both substantive and
political, with movement toward a new department.

On the merits, any proposal should clearly

represent a first step toward a new department, and not
limit options for its internal structure. Also, it
should not set up political signals in apparent con-
flict with the commitment to create a new department.
This is a particularly sensitive matter since the

same House and Senate committees which would receive
any plan for internal DHEW reorganization will also
consider legislation to create a new department.

We expect to participate in the hearings on the
Education Department in April that Senator Ribicoff

has planned. At a minimum, we must consult with _
Senator Ribicoff and others in developing a strategy

to accomplish an interim DHEW reorganization consistent
with a new department.

In the meantime, we will continue our substantive analysis
and work with the NEA, Members of Congress and other relevant
interest groups to develop the details of a legislative pro-
posal on which Senator Ribicoff and perhaps Congressman
Perkins could take the lead.

Vice President
Joe .Califano
Stu Eizenstat

Hamilton Jordan
Frank Moore

Jody Powell



